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and 
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Of the FOULKS LYNCH CANDIDATES who sat for these Examinations 50 PER CENT were 
successful as compared with 27 per cent in the case of all other candidates 
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Professional Notes 


The Company Law Inquiry 

THE ANNOUNCEMENT BY Mr. Reginald Maudling, President 
of the Board of Trade, that Lord Jenkins, a Lord of 
Appeal, has agreed to act as chairman of the committee 
which is to inquire into the law affecting companies 
and certain ancillary matters, is to be welcomed. We are 
glad to see that among the fourteen members of the 
committee are Mr. W. H. Lawson, C.B.E., B.A., F.C.A., a 
past-President of the Institute of Chartered Accountants 
in England and Wales, and Mr. William Watson c.A., 
Treasurer of the Bank of Scotland. 

There will be widespread satisfaction that the terms 
of reference are wide. They cover the review of the 
Companies and Prevention of Fraud (Investments) Acts 
(excluding what relates to the industrial and provident 


and building societies), and the Business Names Act; 
consideration in the light of current conditions and 
practices, including the practice of takeover bids, of the 
duties of directors and the rights of shareholders; and 
generally the recommendation of any desirable changes in 
the law. Mr. Maudling explained that the inquiry will 
cover this general field of the creation, operation and 
dissolution of companies, the protection of the public as 
shareholders and creditors and the regulation of dealers 
in securities. He added that legislation on building 
societies is in prospect and that the constant review of 
stock exchange procedures from within will continue. 
The Chancellor of the Exchequer is considering the 
desirability of separate legislation to protect investors 
who place money as unsecured loans or deposits. 
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The New Banking—The Next Step 
BANKING IS CHANGING ‘so quickly 
these days, after the long years of 
traditional torpor, that the proposed 
extension of the traders’ credit 
system seems almost a timid forward 
step. Much has been written in the 
last year or two of the merits of the 
Continental giro systems, and the 
Radcliffe Committee, having con- 
sidered them, recommended that 
consideration should be given to 
setting up a credit transfer system on 
similar lines here (see our October 
issue, pages 524-5). The clearing 
banks, perhaps in intelligent antici- 
pation of this recommendation, had 
already declared that they were 
examining the matter. Now they have 
said that as a first measure they are 
arranging to expand the traders’ 
credit service; any further move by 
the banks towards a British giro is to 
await publication of the Radcliffe 
evidence (but the Post Office is also 
considering the possibilities). 

There have been traders’ credits for 
many years, but they are still used far 
less than they might well be, probably 
because the banks have never talked 
about them: perhaps no more is 
needed now than an advertising 
campaign. For, while traders’ credits 
fall a long way short of the simplicity 
of the giro, they offer substantial 
advantages to the trader. Instead of 
sending his batch of weekly or 
monthly cheques he provides his 
bank with the creditors’ names, their 
banks and branches, the amounts to 
be paid, and a single cheque for the 
total amount. The bank then trans- 
mits the payments by the same 
method as that used for all inter-bank 
transfers, including payments by 
standing order and dividends credited 
direct to banking accounts. 

The customer who uses traders’ 
credits in this way saves postage, 
stamp duty and labour. How much he 
pays his bank for the service is not 
clear, in the absence of published 
charges, but while it is unlikely to be 
as little as giro transfers are reported 
to cost, it is equally unlikely to 
exceed the total cost of making 
transfers by individual cheques. And 
the system should not, as we have 
seen it suggested recently that is 
does, throw an additional cost on 


the creditors. It is fairly certain that 
the banks will have no difficulty in 
persuading many of their customers, 
private as well as business and pro- 
fessional, to use the service, and the 
fact that. the rather clumsy name 
“‘traders’ credit” is likely to be 
changed may well help. 


Contracts by Corporate Bodies 

ONE OF SEVERAL Private Member's 
Bills to be presented last month was 
designed to give effect to the recom- 
mendations of the Eighth Report of 
the Law Reform Committee (Com- 
mand 622), published almost a year 
ago. At present the obligations of a 
corporate body, other than a limited 
company, as to validity of contracts, 
remain what they were centuries 
ago. Under the Bill corporate bodies 
that are not companies—local 
authorities, statutory corporations, 
building societies and universities are 
the main classes—would be placed in 
a position similar to companies and, 
therefore, to individuals. Certain 
contracts would, as now, be under 
seal but those which if made between 
private persons in writing would 
be merely signed by the parties 
would be so signed by a person acting 
under the authority of the corpora- 
tion, and such a person could bind 
the corporation by parol in circum- 
stances in which an oral contract 
would bind private persons. 

In the face of some opposition 
the Law Reform Committee made 
its recommendations because it was 
convinced that the law as it stands 
was commonly ignored and the 
alteration would therefore be good 
in principle as well as tending to 
economy. Unfortunately the Bill is 
fairly low down on the list and will 
probably not be taken this Session 
unless it receives official support. 


Baronetcy for Sir Harold Gillett 

IT IS WITH particular pleasure that 
we note the conferment ofa baronetcy 
upon Sir Harold Gillett, M.c., F.C.A., 
on completion of his term of office as 
Lord Mayor of London last month. 
Few can have better deserved the 
distinction, for in a year when the 
inescapable demands upon him were 
exceptionally heavy he found the time 
and the energy to satisfy the requests 
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of many others for his presence or his 
aid. We do not need to tell the many 
chartered accountants who know him 
that each task was carried out with 
efficiency and grace. Sir Harold, a 
Council member of the Institute of 
Chartered Accountants in England 
and Wales, is the fifth accountant, 
and the fourth member of the Insti- 
tute, to hold the office of London’s 
Lord Mayor. An account of Sir 
Harold’s earlier distinctions was 
given in a Professional Note on 
page 568 of the issue of ACCOUNTANCY 
for November, 1958, on the occasion 
of his becoming Lord Mayor. 


Defining ‘““EFTA” Goods 

THE EUROPEAN FREE Trade Associa- 
tion (the ““Outer Seven’’) of which the 
member-nations are Austria, Den- 
mark, Norway, Portugal, Sweden, 
Switzerland and the United King- 
dom, is now set up, subject to 
ratification. It provides, with certain 
escape clauses, for import duties 
within the area to be reduced by 
20 per cent. on July 1 next and by 
successive instalments of 10 per cent. 
until they disappear on January lI, 
1970. 

The convention setting out the 
terms of EFTA are contained in 
Command 906 (H.M. Stationery 
Office, 3s. net) to which as an 
addendum there is published Com- 
mand 906-I (7s. net) giving detailed 
schedules. 

Goods will be accepted as of 
EFTA origin (and therefore subject 
to the reduction of import duty) if 
they have been produced within the 
EFTA area by a qualifying process 
prescribed for finished products iden- 
tified in the second of the Command 
Papers, or if not more than half of 
their export price is accounted for by 
“non-EFTA” materials. It is for the 
exporter to choose which of the two 
tests to apply. 

There are set out in Command 
906-I forms of documentary evidence 
of origin which have to be followed. 
An authorised signatory of the 
exporter has to certify in which 
category exported goods fall: if 
within the category satisfying the 
“percentage test’ he certifies that 
“the value of any materials imported 
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from outside the Area or of undeter- 
mined origin which have been used at 
any stage of the production of the 
article does not exceed 50 per cent. of 
the export price of the article.” 
There is a provision in the conven- 
tion that for products or industries 
for which it would be impracticable 
for the producer physically to segre- 
gate materials of similar character but 
different origin, the segregation may 
be replaced by “an appropriate 
accounting system’? and any such 
system is to conform to conditions 
to be stipulated by the member- 
States concerned, in order to ensure 
adequate control. 


How Not to Summon a Meeting 
“IT IS VERY surprising that these 
people who handle large sums of 
money do not trouble to look at the 
Companies Act and the articles and 
memorandum of their own com- 
pany,” said Mr. Justice Vaisey in the 
case of Cowan v. Kraft, Stekel & 
Lower Perak Rubber Estates, Ltd., 
when restraining by injunction the 
holding of an extraordinary general 
meeting of the company. The notice 
of the meeting was held to be in- 
effective because it was not called, as 
it purported to be, by two members 
holding not less than one-tenth of 
the issued share capital. The two 
conveners were members of the 
company but it was only their 
beneficial, as distinct from legal, 
interest in other shares which would 
have brought them up to the re- 
quired qualifying limit. Hence “the 
notice which had been sent out was a 
bad notice, untrue and misleading.” 

Although there was “no vice, 
malice or crime in it,’ said Vaisey, 
J., “it completely disregarded the 
words of the Section of the Com- 
panies Act under which it was 
issued.” He did not think that 
Companies Act matters could be 
dealt with as “pure technicalities.” 
The two defendants had acted for 
months as directors without troubling 
to find out whether they were 
qualified or not. They were advised 
by the company’s auditors that they 
were not properly qualified. 

The business proposed at the 
intended meeting included resolu- 
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tions that the defendants be ap- 
pointed directors and that all their 
acts as directors from a date some 
eight months previously should ‘be 
ratified. Vaisey, J., did “‘not like the 
sort of general whitewashing - to 
which the shareholders were being 
asked to assent.”’ Section 132 (2) of 
the Act requires “the objects”’ of the 
meeting to be stated. 


Turnover on the Stock Market 
AMONG THE NUMEROUS suggestions of 
the Radcliffe Report, one is taken 
up in an unsigned article in the 
current issue of the Stock Exchange 
Journal, the request for further 
information about the turnover of 
the stock market. The writer puts 
his finger on two problems: how 
turnover is to be measured—a ques- 
tion encountered in many other 
fields: what is the turnover of a 
bank?—and how are the relevant 
figures to be collected? 

There are at least three possible 
measures of turnover: the number of 
units dealt in, their market value and 
their nominal value. The point of 
how far the information is to be 
given in analysed form is not raised by 
the writer but it is relevant when one 
attempts to decide how the main 
question is to be answered. If 
figures of units are given, as on Wall 
Street, and given for the whole of the 
business in one block, the answer is 
likely to be meaningless, or nearly so, 
since the unit may be anything from, 
say, 2s. to £100 at nominal values or, 
perhaps, from a few pence to several 
hundred pounds at market prices. 

There have been repeated requests 
from the financial Press and other 
quarters for information on turnover 
of the London Stock Exchange for 
years past. Almost anything would 
be regarded as an improvement on 
the present position, in which only 
bargains marked are available, which 
merely give a number which is 
neither the total of bargains done nor 
a constant fraction of that number. 
But the minimum information which 
would be considered satisfactory 
would be the turnover in each of the 
principal markets, on a daily basis, 
in terms of market value. In isolation 
these figures would present diffi- 
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culties of interpretation, and some- 
times an accompanying explanation 
might be helpful. But almost cer- 
tainly the figures could not be pro- 
vided without the installation of 
much more.modern equipment than 
now exists or is apparently in con- 
templation, while, given the new 
equipment, more extensive statistics 


‘would te possible with little added 


cost. The market value of turnover 
would also be the best measure if an 
aggregate figure only could be pro- 
vided, but subject to the proviso that 
there should be a separate figure for 
gilt-edged, operations in which could 
easily swamp any normal fluctua- 
tions in all the other stocks taken 
together. 

As to the means of collection, 
there are arguments for and against 
using jobbers’ figures or those of 
brokers. A complete record of all 
bargains done might in time be com- 
bined with a great deal of centralisa- 
tion of other work now performed in 
the offices of individual brokers and 
jobbers, but these are matters likely 
to prove even more contentious 
than the publication of really detailed 
statistics of turnover. 


What are Farming Losses? 

The Comptroller and Auditor Gen- 
eral has some somewhat pungent 
remarks to make on the question of 
relief for farming losses in his report 
on the appropriation accounts 
(Revenue Departments Appropriation 
Accounts, 1958/59 (H.M. Stationery 
Office, 2s. net) ). Test examinations 
by his department have shown that a 
substantial proportion of the repay- 
ments of tax under Section 341, 
Income Tax Act, 1952 (particularly 
to suriax payers) related to farming 
losses. In a number of cases the 
losses were of such magnitude in 
comparison with turnover, and had 
continued for so long a period, as 
to raise doubts as to whether the use 
of the estate concerned could pro- 
perly be regarded as farming. In 
reply to enquiries, the Comptroller 
was informed that the total amount 
of income tax discharged or repaid 
under Section 341 for the year ended 
September, 1958, was about £39 
million, of which £19.5 million 
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related to financial concerns which 
showed a trading loss but had sub- 
stantial investment income. Of the 
balance, farming losses of individuals 
and partnerships accounted for some 
£5.2 million, that is, more than a 
quarter of the whole, excluding 
financial concerns. Corresponding 
figures for surtax are not available 


since losses are normally taken into’ 


account before the surtax assessment 
is made or, if claimed later, are not 
distinguished from other adjust- 
ments. The total amount of the 
farming losses of individuals and 
partnerships allowed in the year in 
question was about £13.5 million. 
The Inland Revenue Department 
stated that substantial losses in 
relation to turnover would not afford 
an adequate basis for resisting claims 
that the losses were sustained in 
farming. The term “husbandry” has 
been held by the Courts to be of very 
wide signification, and as the law 
stands claims to loss relief in respect 
of losses sustained wholly or mainly 
in husbandry are admissible notwith- 
standing that the nature of the 
activities carried on may be such 
that losses are virtually inevitable. 
The Comptroller and Auditor Gen- 
eral points out that the Royal Com- 
mission recommended that the term 
“‘*husbandry”’ should be strengthened 
by defining it as “husbandry carried 
on on a commercial basis and with a 
view to the realisation of profits.” 

The report also furnishes statistics 
relating to back duty, comparing the 
year to March 31, 1959, with the five 
previous years as follows: 


Year Number Total 


ended of charges _ Penalties 
March 31 cases raised included 
£ £ 


1959 10,757 18,013,864 6,792,470 
1958 14,593 21,529,264 9,495,437 
1957 15,511 22,549,246 9,426,295 
1956 16,116 22,661,950 8,490,973 
1955 19,663 20,587,922 8,420,419 
1954 18,144 20,381,870 7,555,342 


The reduction in results for the 
year ended March 31, 1959, was due 
almost entirely to a temporary post- 
ponement of negotiations for settle- 
ments because of uncertainty as to 
the penalty exigible under Section 
25 (3) of the Income Tax Act, 1952. 
The matter is still sub judice. 


Liability of Auditors— 

THE MEASURE OF the responsibility of 
an auditor of a company depends 
upon the terms of his engagement. 
There may be a special contract 
defining his duties and liabilities, but 
if not, he will undertake his duties 
upon the terms (among others) set 
out in the articles of association. No 
agreement or article, however, can 
remove an imperative or statutory 
duty and an auditor may become 
liable under three heads: (i) negli- 
gence, (ii) misfeasance under the 
Companies Act, 1948, and (iii) 
criminal liability under the Larceny 
Acts, 1861 and 1916, the Falsification 
of Accounts Act, 1875, and the 
Companies Act, 1948. 

In Regina v. Shacter (The Times, 
December 8, 1959) the Court of 
Criminal Appeal dismissed an appeal 
by an auditor against his conviction 
at Manchester Assizes on (a) three 
counts of publishing fraudulent 
statements and falsifying books, as a 
public officer of a public company, 
contrary to Sections 83 and 84 of the 
Larceny Act, 1861; (6) three counts 
of fraud as an officer of a company 
which had gone into liquidation, 
contrary to Section 330 (a) of the 
Companies Act, 1948, and (c) two 
further counts relating to defaults as 
an officer of a company, contrary to 
Sections 328 (1) (j) and 331 of the 
Companies Act, 1948. The appellant 
had been appointed auditor of this 
public company in 1953 and the 
appointment was continued from 
year to year. Certain figures con- 
cerning the stock position of the 
company had been put before a bank 
with a view to obtaining an overdraft 
and these figures were found to be 
false. The main question arising 
on the appeal was whether the 
appellant was an officer of the 
company. 


—When is an Auditor an Officer? 

THE GENERAL rule is that any per- 
sons who are regularly employed in 
conducting the affairs of the company 
may be officers of the company (see 
Halsbury’s Laws of England, third 
edition, vol. 6, page 324, para. 638). 
The term “officer” in relation to a 
body corporate is defined by Section 


455 of the Act of 1948 as including 
any director, manager or secretary, 
but under the corresponding pro- 
visions of previous Companies Acts 
an auditor, formally appointed to 
office as such, has been held to be an 
officer of a company in a long line 
of cases commencing with In re 
London and General Bank (1895) 2 
Ch. 166, C.A. In that case it was held 
that auditors appointed in pursuance 
of Section 7 of the Companies Act, 
1879, and spoken of as officers of the 
company in the articles of association, 
were officers within the meaning of 
Section 10 of the Companies (Wind- 
ing-up) Act, 1890, and if guilty of 
misfeasance might be made liable in 
proceedings under that Section. The 
position is different, however, in the 
case of a person performing auditor’s 
work on a particular occasion only 
(see Re Western Counties Steam 
Bakeries and Milling Co. (1897) 1 
Ch. 617). 

In the Court of Criminal Appeal 
the Court held that the Companies 
Act, 1948, contemplated that an 
auditor might be an officer of a com- 
pany by virtue of his appointment 
under Section 159 of that Act, and 
that the authorities showed that an 
auditor appointed to fill an office was 
an officer, while an auditor appointed 
ad hoc was not. 

It may be worthy of mention that 
an accountant to whom the books of 
a company have been handed for the 
purpose of preparing a balance sheet 
is not an officer of the company under 
Section 258 of the Act (Findlay v. 
Waddell (1910) S.C. 670); but that in 
Section 334 the expression “agent” 
includes any person employed by a 
company as auditor, whether that 
person is or is not an officer of the 
company, and that an auditor quali- 
fies for relief under Section 448 (1) 
whether an officer of the company or 
not. 


Making Share Transfers Easier 

SPECIAL ATTENTION HAS been directed 
these last few weeks to the urgent 
need for changes in the whole system 
of transferring shares. A speech by 
Lord Ritchie, chairman of the 
London Stock Exchange, marked a 
high point in a flood of protests 
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A ddressograph- Multigraph 


“Systemat" is the world's most versatile duplicating medium. It is a 
paper master which can be prepared by typewriter, “Addressograph", 
accounting machine, pencil, pen—or any of the familiar methods by 
which words and pictures are put on paper. 

Any business form can be pre-printed on the “Systemat", the 
typed or written information subsequently added, and (using blank 
paper) the complete document run off in any required quantity, in 
a single operation. 

The “Systemat” will reproduce itself... successive masters can be 
reproduced from an original, and in the process the business form 
can be automatically modified and additions, deletions and sub- 
stitutions made in the written data. 

“Systemat" ‘one-writing’ techniques like these are helping every 
size and kind of business to speed up and cut the cost of vital 
paperwork procedures. 


Please tell me how “ Systemat" can help me with 


[_] Purchase/Receiving Accumulative Reports— Accounting 
[_] Exports Invoicing [_] Production Control and other 
Order/invoicing paperwork procedures. 


Please tick appropriate square 
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The Charterhouse Group Limited 


CHARTERHOUSE INDUSTRIAL DEVELOPMENT CO LTD 


Subscribes the additional capital 
required by expanding private companies 


and 


Purchases shares in private companies 
to provide their owners with liquid cash 


Enquiries to The Secretary 


30 St Swithin’s Lane, London, EC4 


or 


Beaufort House, Newhall St, Birmingham, 3 


TAS fora 


Price 1/6 Weekly 


First published on October Ist, 1927, 
Taxation has served the taxpayer and 
his advisers for over thirty-two years. 


THE LEADING AUTHORITY 


provides you weekly with the latest news of 
@ TAX CONCESSIONS 
@ CHANGES IN PRACTICE 
@ REPORTS OF TAX CASES 
@ ARTICLES OF TOPICAL INTEREST 
@ YOUR PROBLEM SOLVED IN FIGURES 


Read TA XAT I O N 


Subscription: £4 5s year, £2 4s half-year 


ORDER FORM 


To TAXATION PUBLISHING COMPANY LIMITED 
98 Park Street, London, W1 *” MAYfair 7888 


Please send TAXATION for six months/one year. Remittance 
a s d enclosed. (£4 5s year, £2 4s half-year.) 
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against the present set-up. In sub- 
stance he affirmed that methods of 
transfer are archaic, form a brake on 
the business of the whole community 
and seriously deter new small in- 
vestors, who find the position in- 
comprehensible. In justification of 
this view, Lord Ritchie stated that a 
simple transaction entails, in corre- 
spondence alone, the exchange of 
some dozen communications be- 
tween broker and client, and inevit- 
able delays, often of months, before 
a buyer receives his share certificates. 
With the recent boom, the cumbrous 
machine has threatened to break 
down and at the best is fruitful of 
error. Lord Ritchie’s twelve com- 
munications are multiplied several 
times over if one includes all those 
passing within the Exchange. 

The revision of the methods of 
making transfers has been demanded 
on frequent occasions over a sub- 
stantial period of years without any 
appreciable change occurring. but a 
vast weight of opinion has now 
accumulated in favour of action, if 
only an alternative can be found 
which reduces the total amount of 
work. 

The Corporation of Secretaries has 
held meetings on the subject with 
company registrars, members of the 
Stock Exchange and others and pro- 
poses to hold further such meetings, 
to which are invited chartered ac- 
countants representing firms which 
act as company registrars. And the 
Stock Exchange has invited the Bank 
of England, the London clearing 
banks, issuing houses and acceptance 
houses and the Chartered Institute of 
Secretaries to set up a committee to 
consider ways and means. Represen- 
tatives of these bodies met late last 
month and agreed to instruct their 
officials to study certain details and 
to report. It is to be hoped that the 
committee will reach some unani- 
mous conclusions. 

It will probably ieport to the 
Chancellor or the Jenkins Com- 
mittee. But the problem is not 
a tractable one; there is no readily 
apparent solution which even ap- 
proaches the ideal and almost any 
change sufficiently radical to meet 
pressing requirements is liable to raise 
Opposition in some quarters, since 
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substantial changes seem inevitable. 
What seems certain is that any 
worthwhile reform will call for 
new legislation, which will presum- 
ably bk matter for the Jenkins 
Commiiee. 


Barristers in Partnership? 
CONSIDERABLE INTEREST been 
aroused by the suggestion of the Lord 
Chief Justice that barristers should 
be enabled to form partnerships. 
This would constitute a_ radical 
change and one likely to cause some 
objection, if only because that part of 
a barrister’s labours with which the 
public is most familiar is essentially 
an individual performance, however 
much teamwork may have been 
involved in making it possible. 
However, on a similar argument one 
might regard partnerships of physic- 
ians as undesirable, but they are 
now common form. A little study 
of the actual duties of the barrister 
reveals no fundamental objection to 
entry into partnership, and suggests 
some advantages. In an effort to 
determine the balance one way or the 
other to the profession and the pub- 
lic, the Bar Council appointed, over 
six months ago, a committee to study 
the question and report. Meanwhile 
anyone with views on the subject is 
invited to send them to the secretary 
of the General Council of the Bar. 

It is clear that the suggestion has 
at least the whole-hearted support 
of the Solicitors’ Journal, which 
would also like to see other sug- 
gestions taken up, in particular a 
proposal to ease transfer from one 
branch of the legal profession to the 
other. On this matter the chairman 
of the Bar Council, in a letter to The 
Times, states that the Council’s 
education committee has given long 
and careful consideration to some 
measure of assimilation between the 
examinations for the two branches of 
the profession and to facilitating 
transfers between them. The views 
reached have already been endorsed 
by the Bar Council, which will 
shortly discuss them with the Coun- 
cil of Legal Education and the Law 
Society. 

This seems to cover the further 
suggestion of the Solicitors’ Journal 
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that the proper body to take the 
initiative in pressing for action over 
the whole field of reform and in 
obtaining the support of the Bar 
Council is the Council of the Law 
Society. It is not clear just what part 
the latter body has to play in the 
matter of partnerships between bar- 
risters or why this issue should be 
tied up with the wider programme of 
adjustment within the legal pro- 
fession. On the wider programme it is 
highly satisfactory to learn that, at 
least, the initial steps have been 
taken. The view appears to be fairly 
widely held that reform is both 
desirable and possible, but its extent 
is still a matter of some doubt. 


A New A.C.C.A. Syllabus 

THE ASSOCIATION OF Certified and 
Corporate Accountants has carried 
out a substantial revision of the 
syllabus for both Intermediate and 
Final examinations to take effect at 
and following the examinations in 
June, 1961. On that date candidates 
may elect to take papers under the 
old Intermediate syllabus, but only 
on that date, and this facility will not 
extend to the Final examination. 
Under the new arrangements the 
Intermediate examination is split 
into two sections which may be taken 
separately or together at the candi- 
date’s option, but the whole must be 
completed within three years of first 
sitting. 

The new Intermediate syllabus 
still provides for six papers but each 
is of three hours as against a total of 
thirteen hours under the old. Under 
the new, Book-keeping and Taxation 
between them have two papers, 
against one, and there is a first paper 
on Costing, while the old paper on 
Partnership and Executorship Ac- 
counts is dropped. This completes 
Section I. Section II retains the 
papers on Mercantile Law and 
Auditing, while the last paper is on 
Economics and Business Statistics in 
place of two shorter papers on 
Elementary Economics and General 
Commercial Knowledge. 

The general regulations for the 
Final examination are unchanged 
but the definition of the papers is 
much more clear-cut. There are 
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three new papers: Business Adminis- 
tration, Management Accounting, 
and Industry and Finance. The mis- 
cellaneous paper on Banking, Ex- 
change and Finance is dropped and 
the half-paper on Mercantile Law is 
now in the Intermediate, while there 
is a paper on Executorship and Bank- 
ruptcy, subjects previously mixed 
with others. The list of recommended 
textbooks is substantially curtailed. 


Professional Registrations 
FOR DECADES PAST there have been 
suggestions for the registration of 
estate agents. Recently the public has 
suffered because there have been 
many thoroughly inefficient and 
occasionally dishonest practitioners 
in the business. The matter is now 
being taken up very seriously and no 
less than six organisation have let it 
be known that they favour registra- 
tion, while at least four are engaged 
on draftinga Bill to make registration 
compulsory. The four are the Royal 
Institution of Chartered Surveyors, 
the Chartered Land Agents’ Society, 
the Chartered Auctioneers’ and 
Estate Agents’ Institute and the 
Incorporated Society of Auctioneers 
and Landed Property Agents. Their 
decision produced the information 
that, early in July, Mr. D. Howell, 
who had for some time been pro- 
minent in the demand for registra- 
tion, approached the Valuers Insti- 
tute with reference to the registration 
of the estate agents’ profession, 
representing himself as acting under 
the aegis of the Lord Chancellor’s 
department. It is not clear whether 
the Government is now sponsoring 
a Bill to be presented, but if so the 
Valuers Institute sees no reason for 
two Bills but is prepared to consult 
with other bodies on the content of 
any legislation. At the same time the 
Incorporated Association of Archi- 
tects and Surveyors expressed deep 
interest in the issue and the belief 
that the whole profession ought to 
reach common views before pro- 
ceeding to put any proposals before 
Parliament. It will be noted that all 
these bodies are interested in matters 
additional to the business of estate 
agency—a formidable difficulty. 
Looking at the matter from the 


outside, what the public really require 
is protection from dishonesty and 
inefficiency, and particularly from the 
former insofar as the estate agent is 
used only to bring buyer and seller 
into touch. Qualifications for doing 
so, other than acquaintance with 
the state of the market, must be 
slight. Members of the six organisa- 
tions named above must in every 
case have definite qualifications and 
in some cases must have passed 
standardised examinations. It might 
prove a relatively simple matter to 
reach agreement on the terms upon 
which members of these organisa- 
tions should be permitted to exercise 
the functions of estate agent, but 
this would not meet the public need. 
One has also to ensure that others, 
who have at present no such organ- 
isation, should be brought within the 
register and subjected to the same 
discipline. The history of the abor- 
tive attempts to secure registration 
of the accountancy profession comes 
to mind. 

It is interesting to note that the 
Government has just taken action in 
another field with the Professions 
Supplementary to Medicine Bill. 
Under the Bill chiropodists, dieti- 
cians, occupational therapists and 
members of five other professions are 
each to have its own Board to 
control professional education and 
conduct. But there is also to be a 
super-Board to supervise and co- 
ordinate the operations of the eight 
special Boards. Members of these 
organisations will be permitted to 
employ a definite title and there will 
be penalties for its improper use. 


Advertising for Deposits 

BEFORE THE ANNOUNCEMENT of the 
terms of reference of the Jenkins 
Committee Mr. Percy Browne, mem- 
ber for Torrington, had won a place 
in the ballot for Private Members’ 
Bills, for a proposal designed to 
protect the small investor. The 
second reading of this Bill is to take 
place on March 18 and, while details 
are not as yet available, its title 
“A Bill to amend the Companies 
Act, 1948, so as to control the 
solicitation of money from the public 


and for purposes connected there- 
with” sufficiently describes its pur- 
pose. 

The provision of more regular 
statements by all companies has been 
suggested. This, however, would 
seem to be a matter for the considera- 
tion of the Jenkins Committee. This 
committee is comparable in im- 
portance to the Cohen Committee, 
which prepared the ground for the 
revision of the law effected in the 
Companies Act of 1948. Two Board 
of Trade committees were set up to 
assist the authorities but they were of 
an advisory character; they have been 
concerned solely with the adminis- 
tration of the Act as it stands. We 
do not believe that much work has 
so far been done on the official side 
on outright revisions of the Act of 
1948. 

As to the revision of the condi- 
tions under which advertisement for 
deposits may be permitted, as we 
have said in an earlier note, the 
Chancellor of the Exchequer is still 
studying the matter. To deal with even 
part of the trouble in a revision of the 
Companies Act would involve throw- 
ing publicity on certain exempt 
private companies, and to do so 
might be considered undesirable 
discrimination against them as com- 
pared with other companies, while 
it would still be necessary to take 
action outside the Companies Act to 
deal with partnerships and possibly 
other forms of organisation. In these 
circumstances special ad hoc legis- 
lation seems to be the best means of 
covering requirements and the official 
view is that this need not wait upon 
the Jenkins Committee report. That 
being so, one would hope that the 
Government may be able to push 
forward its :nvestigations and may 
perhaps be able to act on this parti- 
cular issue before next March. Recent 
developments, by giving publicity to 
the need for the greatest care on the 
part of those with money to deposit, 
have already supplied some correc- 
tive, but there is nonethetess urgency 
in the matter, if only because it is 
highly desirable that there should be 
a clear indication on what advertise- 
ments can properly be accepted by 
the Press and what should be re- 


jected. 
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Deposits with H.P. Finance Houses ment may also have increased the largely professional Boards of direc- 


WHATEVER CHANGES IN the law may 


__ be possible with regard to advertising 


for deposits, the institutions con- 
cerned certainly have a part to play 
in improving the present unsatis- 
factory state of things. That fact is 
recognised by the Finance Houses 
Association, representing over thirty 
of the leading houses lending on 
instalment credit; these houses have 
combined assets of over £400 million. 
The Association in a recent statement 
points out that no qualification 
beyond a paid-up capital of a few 
hundred pounds is needed to set up 
as an “industrial banker’ and then 
to seek deposits. These houses may 
offer high rates of interest which can 
be covered only by correspondingly 
high charges to the borrowing 
public. The F.H.A. believes that it 
has a_ responsibility to provide 
information which will help the 
public to a wise choice of a hire 
purchase company. It is, therefore, 
examining proposals to this end to be 
launched in the New Year by a 
nation-wide publicity campaign. 


Reforming the Currency 

AS A PENDANT to the comment on a 
possible reform of the coinage, 
which appeared on page 578 of the 
November issue of ACCOUNTANCY, 
some comment seems to be called 
for on the announcement of the 
issue of a new series of Bank of Eng- 
land notes. 

Nothing can be said on the style 
of the notes to be produced except 
to express the hope that the promised 
difference in colour, and the colours 
chosen, will be such as to make it 
really easy for all to distinguish 
between the 10s. and £1 notes of the 
smaller depth and the £5 and £10 
notes of the larger. The restoration 
of the £10 note is welcome, but it re- 
mains difficult to understand why 
there is to be nothing between the £1 
and the £5 note. True, there has not 
been any narrower gap in the past, 
but the depreciation of the currency 
has shifted the scale of average pay- 
ments well towards the higher end. 
Against this, the redistribution of the 
national income will have had the 
contrary effect, while this develop- 


proportion of total payments, by 
value, made by currency rather than 
by cheque—excluding large payments 
always made by the latter means. It 
seems, however, that the fall in the 
value of money must mean that a note 
of £2 or £3 denomincation would be 
almost as popular now as was one of 
£1 before the war. The introduction in 
1957 of the new £5 note has already 
reduced the number of £1 notes in 
circulation by 10 per cent. and it 
seems probable that a note of de- 
nomination smaller than £5 would be 
much more popular. It is further to be 
noted that there is no time limit set 
even now for the introduction of the 
new currency. 


Directorships in Large Companies 
THE LATEST OF a series of studies 
devoted to a survey of various as- 
pects of large companies* contains a 
short but informative section on 
directorships. The survey covers 
512 companies but only 151 are dealt 
with in detail and of these companies 
148 completed the questionnaire on 
the subject of directors. The 148 com- 
panies had in all 1,404 directors, of 
whom 70 per cent. were full-time 
and of whom 65 per cent. had worked 
in their companies for five years or 
more before joining the Board. Of the 
eight groups distinguished among the 
148 companies the proportion of 
full-time directors ranged from rather 
under 74 per cent. in textiles and 
clothing to less than 54 per cent. in 
building, building materials and 
property. 

Only 142 companies replied to a 
question about the holdings of 
directors in their companies. Of 
these 142 the holding by Board 
members was over 5 per cent. in 
35 companies and greater than 25 per 
cent. in only 13. Thus ultimate 
control is, or should be, exercised by 
outside shareholders, but the report 
gives the conclusion, obtainable 
from common observation, that in 
varying degrees as between industrial 
groups it was found that day-to-day 
control was commonly exercised by 


*A Survey of Large Companies. 27 pp. Tables XXT 
and appendices; Ralph Harris and Michael Solly 
(The Institute of Economic Affairs: 42s. net). 


tors, mainly recruited from within 
the company, and collectively owning 
a very small fraction of the equity. 

A large part of the book is devoted 
to the consideration of whether the 
basis on which the size of the com- 
panies selected was determined, 
namely net assets, was the best 
possible. After a comparison of this 
basis with amount of capital, volume 
of employment provided and turn- 
over as measures of size, the con- 
clusion is reached that one or other 
of these measures may be relevant to 
a specific inquiry but that the subject 
of a proper criterion of size demands 
further study. It is suggested that 
perhaps a multiple index will prove 
necessary, possibly linking an abso- 
lute figure for volume of net annual 
output with a capital ratio showing 
the scale of operations necessary to 
produce it. 

Other sections deal with oversea 
interests, the relation between num- 
bers of shareholders and employees, 
and such topics as payment of fringe 
benefits and pension schemes. There 
are two appendices. 


Reporting H.P. Credits 
ONE OF SEVERAL recommendations 
contained in the half-yearly report 
of the Industrial Bankers’ Associa- 
tion is designed to provide credit 
information for the hire purchase 
finance houses. A number of frauds 
by car dealers in the North have 
brought home to these houses that 
one cannot expect a 60 per cent. 
expansion in business over twelve 
months without running the risk of 
over-extension of credit to dealers 
about whom one is not well informed. 
The finance houses have in the past 
done their business through dealers 
only, but recently have adopted the 
practice of direct approach to buyers 
who have worked off one purchase 
satisfactorily; however, this step 
cannot go far to restrict the amount 
of business with dealers and in any 
event the problem remains that one 
must not give too much credit to one 
individual. An adequate system of 
credit reporting is the only way of 
avoiding the danger. 

The I.B.A. suggests that all hire 
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purchase finance houses and indus- 
trial banking companies should set 
up an organisation to provide a 
credit reporting service solely for 
their use and tailored to meet their 
requirements. In the first place the 
service would be restricted to con- 
tracts covering the purchase of motor 
vehicles, but could later be extended 
to cover the whole field of hire pur- 
chase contracts. It may be that Hire 
Purchase Information, which already 
provides a comprehensive service of 
information on the vehicles bought 
on hire purchase (as distinct from 
the sellers or buyers) might form the 
nucleus for credit information on 
dealers or even on the final pur- 
chasers. 


Shorter Notes 


Deputy Secretary to Taxation and 
Research Committee 

Attention is drawn to an advertisement 
on page xlii for a Deputy Secretary to 
the Taxation and Research Committee 
of the Institute of Chartered Accoun- 
tants in England and Wales. 
Liquidation Meeting of the Society 

A general meeting of the members of 
the Society of Incorporated Accountants 
is to be held at the Institute of Chartered 
Accountants in England and Wales on 
January 27, 1960, at 3 p.m. The meet- 
ing will be asked to approve the 
liquidators’ acts and dealings in the two 
years from the commencement of the 
winding up of the Society (up to October 
31 last) and to elect Mr. C. A. Evan- 
Jones as joint liquidator with Mr. J. A. 
Allen, F.c.A. in the place of Mr. I. A. F. 
Craig, who is resigning. There will also 
be resolutions on the remuneration of 
the present joint liquidators. 


Distributive Trades Inquiry 

The inquiry into the Distributive and 
Service Trades to be made in 1960, 
covering business done in 1959, will 
include as usual questions about stocks 
and capital expenditure. Firms in the 
wholesale and retail trades will be asked 
to state the main kinds of goods dealt in 
and to give a global figure of receipts 
for the year. The inquiry of 1961 into 
figures of 1960 will seek information 
from firms engaged in all types of 
catering, including inter alia contractors, 
canteens and public houses. They will be 
asked to state total turnover and its 


division under a number of headings, 
including sales of meals, of drink, of 
tobacco and of other goods, and 
receipts, where appropriate, from board 
and lodging and other services. This 
information will make it possible to 
exclude the wholesale and catering 
trades from the full Census of Distribu- 
tion based on the business of 1961. 
Further information can be obtained 
from the Census Office, Lime Grove, 
Eastcote, Middlesex. 


No broadcast on Accountancy as a 
Career 

Accountants, clerks and those in- 
terested in a possible career in the 
profession who tuned in to Network 
Three of the B.B.C. on November 30 
at 7.30 p.m. were disappointed. They 
did not hear the programme Choosing a 
Job—Accountancy, which was to have 
been broadcast then. Only three days 
before, the B.B.C. decided to cancel the 
programme because of difficulties arising 
out of a re-recording. Perhaps it will be 
broadcast on a later occasion. 


Chartered Institute of Secretaries 

Mr. Ernest Long, F.S.A.A., F.I.M.T.A., 
F.C.LS., has been elected President for 
1960 of the Chartered Institute of 
Secretaries, and one of the two Vice- 
Presidents is Mr. S. M. Rix, A.c.A., 
F.I.M.T.A., F.C.LS. Mr. Long won the 
Gold Medal of the Society of Incor- 
porated Accountants as the best Final 
examination candidate of 1924. He was 
secretary of the Institute of Municipal 
Treasurers and Accountants from 1944 
to 1948, and afterwards held the offices 
of deputy chief accountant and subse- 
quently secretary to the British Elec- 
tricity Authority. He is now a member 
of the Central Electricity Generating 
Board. 


P. D. Leake Trust 

During the year ended October 31, 
1959, the P. D. Leake. Trust continued 
its grant of £3,500 per annum for the 
P. D. Leake Professorship of Finance 
and Accounting in the University of 
Cambridge. No appointments of P. D. 
Leake Research Fellows were made for 
1958/59, but the Committee made a 
grant of £89 10s. 6d. to reimburse the 
universities for their expenditure in 
advertising for applications for fellow- 
ships for 1959/60. Unfortunately none of 
the applicants was regarded as suitable. 
The study group of the Royal Institute 
of Public Administration, covering a 
research project on Budgetary Practices 
in Public Authorities, financed by annual 
grants of £1,500 for the years 1957 and 
1958, has reported and the result has 
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been published by George Allen & 
Unwin Ltd. in a book entitled Budgeting 
in Public Authorities. At October 31, 
1959, the accumulated income fund 
stood at £57,070 (compared with 
£49,394 a year earlier). The capital 
fund, taking securities at probate value 
or cost, was £114,772 (against £114,677) 
but at middle-market prices would have 
been £213,545 (against £170,529). 
Copies of the report will shortly be 
available, free of charge to anyone 
interested, from the Institute of Char- 
tered Accountants in England and 
Wales. 


Presentation of S.E. Members’ Accounts 
The Council of the Stock Exchange, 
London, has issued a reminder con- 
cerning the prompt preparation and 
presentation of annual balance sheets by 
all members. The broker or jobber is 
free to choose when his financial year 
shall begin, but under Rule 79a he 
must present his account within six 
months of its termination. The Council’s 
reminder was no doubt considered 
desirable in view of the heavy pressure 
under which the clerical staffs of most 
members have worked in recent months, 
and it means that the presentation of 
the balance sheet must have first 
priority. Only in quite exceptional 
circumstances, and when every effort 
has been made to comply with the rule, 
will an extension be granted. 


Tax Evasion Charge 

The final act of the case in which Louis 
Bernard Robinson, director, and his 
accountant, Albert Edward Taylor, were 
charged with conspiring to defraud the 
Inland Revenue took place at Leeds 
Assizes on December 3, when Mr. 
Justice Thesiger sentenced Robinson to 
imprisonment for five and Taylor for 
two years. Both men had pleaded 
guilty to the charges of which some 
particulars were given on page 515 of 
ACCOUNTANCY for October last. In 
passing sentence Mr. Justice Thesiger 
said that Robinson made the money 
and Taylor was the tool by means of 
which the dishonest returns werz made. 
He had been paid £2,700 spread over 
nine years. Mr. Lyons, defending 
Robinson, said that he had a high 
reputation and but for his inability to 
stop gambling would have been able to 
look back on his life with some cause for 
pride. Mr. J. Stanley Snowden referred 
to Taylor as a broken man whose own 
sickness and that of his wife had 
lessened his power to resist temptation; 
this lapse apart he had lived a blameless 
life. 
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REGISTERED TRADE MARK 


LOOSE LEAF 
DIARIES 


Ideal for noting those 
appointments, available 
in many styles and sizes. 


ZIPPER RING BOOKS 


High quality productions, suitable for Company 
epresentatives and Executives. 


The complete home secretariate, 
price complete—77/10 inc. P.T. 


in case of difficulty contact PERCY JONES (TWINLOCK) LTD. 37 CHANCERY LANE, W.C.2. Tel: CHA 897! 
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PRELIMINARY AUCTION NOTICE 


By Order of the Liquidator 


Re: Normanby Iron Works Co. Ltd. (In Voluntary Liquidation) 


NORMANBY IRON WORKS, NORMANBY, Nr. Middlesbrough 


HENRY BUTCHER & CO. 


are instructed to offer for SALE BY AUCTION IN LOTS IN DETAIL IN MARCH, 1960 
(unless previously sold by private treaty) the 


CONTENTS OF THE WORKS 


including 


THREE BLAST FURNACES, HOISTS, STOVES, GAS CLEANING PLANT, MATERIALS HANDLING 
CONVEYOR SYSTEM, BELT WEIGHERS, WAGON TIPPLER AND WEIGHBRIDGE, PIG CASTING 
MACHINE 250 TONS PER HOUR, OVERHEAD TRAVELLING AND JIB CRANES, CORESKIP HOIST 
AND SCREENING PLANT, ORE AND COKE BUNKERS, TURBO ALTERNATORS AND GENERATORS, 
TURBO BLOWERS, ROTARY CONVERTER, TRANSFORMERS, WATER TUBE STEAM BOILERS, 
LADLES, GRABS, MINE BARROWS, STANDARD GAUGE STEAM LOCOMOTIVES, RAIL TRACK, WA- 
GORS, 350-TON BRICK PRESS, MIXERS, CONVEYORS, TUNNEL KILN, FITTERS’, BLACKSMITHS’ AND 
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EDITORIAL 
Where a Company Keeps House 


. COMPANY cannot eat or sleep but it can keep 
A 22 and do business.”” So spoke Lord Loreburn, 
then Lord Chancellor, in the case of De Beers 
Consolidated Mines Ltd. v. Howe (5 T.C. 198) in 1906. In 
that case, the House of Lords laid down the test for 
establishing the residence of a company. On November 
30 last their Lordships, in their decision in Unit Con- 
struction Co. Ltd. v. Bullock, reaffirmed the test, sweeping 
away some misconceptions that had arisen in the progress 
of the appeal to the highest tribunal. 

Readers of ACCOUNTANCY do not need to be reminded 
of the importance of residence in relation to the law of 
income tax. That rather curious creature of statute, the 
Overseas Trade Corporation, is a recent witness both to 
the crucial nature of residence and to its definition by the 
courts. The Unit Construction decision will be welcomed 
by accountants as an unambiguous guide to the law. Its 
considerable significance lies in its affirmation of old 
principles rather than in the exposition of new. 

In the Unit Construction case the appellant company 
was a wholly-owned subsidiary of an English company, 
Alfred Booth & Co. Ltd. The parent had three other 
wholly-owned subsidiaries which, it was admitted, were 
resident in Africa. In the material years the appellant 
company made subvention payments to the other sub- 
sidiaries. It claimed to deduct them under Section 20 of 
the Finance Act, 1953, in computing the profits of its 
trade. But it could be permitted to do so under the Section 
only if the African subsidiaries were also resident in the 
United Kingdom. The Special Commissioners decided in 
favour of the appellant company, but their decision was 
reversed by Wynn-Parry, J., whose judgment was upheld 
by the Court of Appeal. 

The Special Commissioners’ findings of fact were that 
the Boards of directors of the African subsidiaries (who 
were the persons that one would have expected to find 
exercising contro] and management) were standing aside 
in all matters of real importance and in many matters of 
minor importance affecting central management and 
control, and that the real control and management was 
being exercised by the Board of Alfred Booth in London. 

It would seem, therefore, that the De Beers definition 
of residence would mean that the African subsidiaries 
were resident in the United Kingdom. Shortly after the 
sentence quoted at the beginning of this article, Lord 
Loreburn stated that “‘a company resides, for purposes of 
income tax, where its real business is carried on .. . I 
regard that as the true rule; and the real business is 
carried on where the central management and control 
actually abide.” 

The Courts below, however, added some qualifications 
of their own to this definition. The management of each 
African subsidiary company was placed by its memoran- 


dum and articles of association in the hands of its 
directors, and it was expressly provided in the articles 
that directors’ meetings might be held anywhere outside 
the United Kingdom. The running of the subsidiaries by 
the directors of the parent company in London was 
therefore “‘unconstitutional.’”’ This unconstitutional be- 
haviour occurred because the African companies. were 
being operated so unsuccessfully by the management in 
Africa that it became imperative from a business point of 
view for the directors of the parent company to assume 
control of the management. 

In consequence of this irregularity the Courts below 
held that no weight could be attached to the activities of 
the Board of the parent company in relation to its 
African subsidiaries. The Court of Appeal said of the 
earlier authorities that the Judges had not “had in mind 
such a case as the present in which de jure management is 
vested in one company whilst de facto control is vested in 
another.”’ The Court had, it was stated, to regard “‘acts 
or other elements . . . regular and not irregular, con- 
stitutionally lawful and not unlawful” in determining the 
question of management and therefore of residence. 

But the House of Lords unanimously rejected this 
reasoning. The true test was a matter of actual fact, as 
laid down in the De Beers decision. Residence does not 
depend on formal regulations. Indeed, if it did, the con- 
sequences to the Inland Revenue in other cases would be 
“far-reaching and deplorable,” for then it would be a 
simple matter to manipulate the residence of a company 
for tax purposes at the will of the directors, no matter 
where the business of the company was in fact carried on. 

Lord Radcliffe, while at pains to point out that the 
decision was not upon double residence of companies, 
made some helpful remarks upon this subject. He ob- 
served that the simplicity of Lord Loreburn’s definition 
was marred inasmuch as the facts of individual cases had 
not always been such as to make it possible to identify 
any one country as the seat of central management and 
control. The management might be divided. An instance 
of this was Union Corporation Lid. v. C.I.R. (1953, 34 
T.C. 207). The decision of the Swedish Central Railway 
Co. Ltd. v. Thompson (1924, 9 T.C. 342) was also ex- 
plicable as such a case. 

Lord Radcliffe ended his speech by dismissing the 
argument that an enquiry about the facts rather than a 
scrutiny of regulations would impose an undue burden on 
the Inland Revenue. The second test was too simple. He 
said that in applying the first test “‘ . . . much of the effec- 
tive administration of revenue collection will continue to 
depend, as it always has, upon the measure of candour 
and responsibility that is shown by the individual 
taxpayer and his professional advisers.”” Pleasing words, 
even if obiter dicta. 
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A paper given at the National Conference of the British Institute of 
Management held at Harrogate on November 17-19, 1959 


Expansion—Some Organisational 


and Financial Factors 


by Brian |. Maynard, M.A., F.C.A., A.C.W.A. 


I ONCE ATTENDED a conference at which one of the 
subjects considered was “organisation for peace of 
mind.”’ To my view, expansion and peace of mind just do 
not go together and those who are civilized enough to put 
peace of mind first would not share our enthusiasm for 
expansion. They would not recognise it as any indication 
of achievement or appreciate the sheer red-blooded 
exhilaration of the thing. 

Nor is expansion a process which would altogether 
appeal to the perfectionist. A tidy picture of smooth 
progression is usually as deceptive as the misleadingly 
straight lines which are so often shown on break-even 
charts—and for similar reasons, since expansion usually 
proceeds by a series of quite distinct stages. As a result, 
an expanding concern is rarely more than momentarily 
in a state of equilibrium; it is more often gathered for the 
next leap forward, or regaining its balance after the last 
one. 

Theoretically, of course, expansion may have nothing 
to offer to a very small minority of companies that are 
operating in limited markets or are providing specialised 
or personal services and have already reached their 
optimum size. But, for the majority, it is not enough 
merely to avoid the embarrassment of contraction; it 
can be dangerous to fail to grow. This is brought home by 
the relatively high mortality rate among companies that 
have failed to expand and now there is a new danger in 
the greater vulnerability to takeover bids noticeable 
among companies with low growth records. 

Indeed, with the exception of those trapped in dying 
industries, efficient organisations can scarcely fail to 
expand in the sort of world that lies ahead. Enormous 
increases in population and rising standards of living 
continuously create new demands which in turn stimulate 
technological advances. Thus the trend can only be 


towards more larger units with smaller businesses on 
longer holding their own. 

Unfortunately, failure to expand or even to hold one’s 
own frequently goes unsuspected because the effects of 
inflation not only hide the truth but can encourage a 
wholly unjustified sense of achievement and well-being. 
It is therefore important to take stock of real progress 
periodically by stripping the record, as far as is prac- 
ticable, of the effects of inflation. It can, for example, be a 
salutary experience to adjust profits by providing depre- 
ciation on the basis of replacement costs and then express 
them as a return on the corresponding notional value of 
the net assets employed—thus avoiding the flattery of 
the conventional method of relating profits based on 
historical cost depreciation to the historical written down 
book values of the net assets employed. Re-appraisals of 
this sort are often invaluable in dispelling complacency 
and illusions of success before they become dangerous or 
even fatal. 


Characteristics of Expanding Organisations 
If there is one thing we have in common today, it is that 
we belong to organisations which have above average 
growth records and, in many cases, are still growing 
rapidly. Between us we probably represent most of the 
main types of growth, including increasing sales of exist- 
ing products, diversifying within existing markets, 
breaking into new markets and vertical expansion either 
backwards towards the source of raw materials or for- 
wards. It would be enlightening to know to what extent 
these diverse successes are accounted for by common 
factors. 

Probably the most thorough research into this sphere 
so far is that carried out in the United States by the 
Stanford Research Institute, which analysed the case 


4 
3 j 
> 
: 


val 


THE MONRO-MATIC-DUPLEX.. . 


Acquisition of a Monroe Adding-Calculator has a wonderfully stimulating 


effect. There are no more periodic panics because 


vital figure work is incomplete, unreliable or behind schedule. At all levels and throughout 


every department there is a new air of confidence—borne of the certainty that every figuring 


demand will be instantly, accurately and economically met by the finest automatic 


calculating machine that has yet been designed. Illustrated above is 


the very high capacity 


Monroe-Matic 88N-213. In fact, whatever the size or nature 


of your business, there is a Monroe specifically designed for the job. 


J 


MONROE CALCULATING MACHINE COMPANY LIMITED, 
BUSH HOUSE, LONDON, W.C.2. COVent Garden O211 


Re 
1x 
— 4 Ore 
de 
a 
he 
ke 
‘ 
She, 
Tht 
hd 
Ch: 


Established 1877 


FARMER SONS 


AUCTION SALES and VALUATIONS PLANT, 


MACHINERY and INDUSTRIAL PROPERTIES 
46 Gresham Street, London, E.C.2 


Telephone: MONarch 3422 


‘Accountant required by manufacturing company; must have a 
thorough knowledge of modern Costing and Budgetary Control . . .’ 


ADVERTISEMENTS similar to the above are 
appearing regularly. Could you confidently apply 
or, though qualified orexperienced in Professional 
Accountancy, would you feel handicapped by 
lack of specialized qualification in Costing? You 
can greatly extend your range of opportunity by 
qualifying through the Examinations of The 
Institute of Cost and Works Accountants. 


The School of Accountancy is the leading Tutorial 
Institution for the I.C.W.A. Examinations. More 
than 8,000 complete passes in Intermediate or 
Final Examinations. Full details of Examinations 
and concessions granted to men with Professional 
Accountancy qualifications are given in the School’s 
Prospectus, obtainable post free on request. 


49 years of Successful Educational Service 


A POST THIS COUPON TODAY 
he School y ccountancy Please send me a copy of your Prospectus relating 
| to the I.C.W.A. Examinations. | 


178 Regent House, 6 Norfolk Street 
LONDON, WC2 
and at Glasgow 


id 
| 
Telegrams: Sites, London 
< | If you are interested in other examinations, or non-exam- | ; 
ination tuition, please add details. 178 


ACCOUNTANCY 


histories of some 200 companies selected for their excep- 
tional growth during the ten years ended in 1949 and 
followed their subsequent records for the seven years 
through to 1956. Briefly, they found that the most signifi- 
cant common characteristics were: 


1. Organised programmes to seek and promote new 
business opportunities. 


2. An orientation to growth fields and markets. 


3. Proven competitive abilities in present lines of 
business. 


4. Courageous and energetic management, willing to 
take carefully considered risks. 


5. Luck. 


One cautionary fact which emerged from their study 
was that a surprising number of those companies which 
had been successful during the first ten years had 
subsequently “‘fallen flat on their faces, or at least slipped 
badly.” 

They concluded that while good management practice 
does not ensure growth, good management, and especially 
sound planning methods, greatly improve the chances of 
success. 

One’s experience in this country suggests that their 
findings would be equally valid here, although two other 
points might be mentioned. First, up to a certain size the 
vital factor behind everything is often the driving force of 
a single individual, whose motives—which commonly 
include the desire for prestige, power or wealth—we have 
not the time to consider. Secondly, we can draw no firm 
conclusions about the relative merits of specialisation and 
diversification. Attitudes here vary greatly. Some success- 
ful organisations attribute their success to concentrating 
on a specific type of production and like to see stocks held 
and their maintenance, distribution and other services 
provided by third parties. Others, equally successful, 
accept almost every chance to expand vertically and to set 
up additional internal services as they grow larger. In the 
latter case, it is important to establish yardsticks which 
disclose whether a proper return is being obtained on the 
capital invested in such services. 

It does not seem profitable to enlarge on this topic in a 
paper of this length and I propose now to deal with a 
number of specific problems which seem commonly to 
afflict organisations under the stress and strain of 
expansion. 


Delegation 
Expansion can only suffer when undertaken without a 
proper understanding of its organisational implications. 
All too often “tad hocery”’ is the order of the day and new 
bits are patched on to the existing organisation either 
through ignorance of the principles involved or because 
of the reluctance of men working under pressure to make 
the time to think things through and to plan properly. 
The main problems concern the timing and extent of 
delegation. A good deal of confusion and muddled 
thinking has led to a tendency to over-simplify the nature 
of delegation. This is probably accounted for by failure 
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to identify the different levels of delegation and to appre- 
ciate the critical stages of growth and the organisational 
patterns typical of them. None of us here has any excuse 
for failure in this respect, since there is an excellent dis- 
cussion of these and related organisational problems in 
the booklet Problems of Growth in Industrial Undertakings 
published by the British Institute of Management. 

While I shall, as far as possible, avoid covering the 
same ground again, I propose to dwell for a minute on 
some of the delegation problems which centre round the 
personality of the chief executive. 

Standard specifications for top men in expanding 
organisations normally include a capacity for hard work, 
determination, flair, ability to inspire enthusiasm, willing- 
ness to take risks, readiness to grasp opportunities and 
luck. The list does not necessarily include outstanding 
powers of leadership and it is often astonishing how far 
men have got without them. The answer normally is that 
they have enough in hand in terms of the other qualities 
to more than compensate for any weaknesses as leaders. 

To this formidable list must be added a quality which 
is frequently overlooked—the ability to make quite large 
mental and emotional adjustments as their organisations 
expand, and to realise when the point has been reached 
at which they must adapt their thinking and behaviour to 
the new possibilities which they have created. For if they 
develop their organisations beyond a certain size, they 
will have to restrict their activities to such matters as 
long-term planning, capital expenditure, the selection and 
training of key personnel, the broad appraisal of current 
results and various ceremonial and ritual appearances or 
functions. 

We all know of men who have shown exceptional 
ability in creating and rapidly expanding a business up to 
the maximum size that can be dealt with by one man but 
are quite incapable of taking the next hurdle. At this stage, 
they are probably aware themselves—others certainly 
will be—that they are exceeding the “‘span of control” at 
which they can operate efficiently, although that span 
may be slightly above the average because their organisa- 
tions are relatively small and they know them so well. 
But further expansion is delayed by inability or un- 
willingness to delegate until retirement or the doctor’s 
orders solve the problem. 

Inability to delegate usually means that the adjust- 
ments which have to be made from doing to thinking 
and planning have proved too difficult or upsetting. 
In such cases, a high degree of misspent energy is a 
normal protective mechanism for the man who does not 
know how to plan and support further expansion—he 
will be too busy rushing round seeing and doing for 
himself even to contemplate it. Indeed it is sometimes 
surprisingly hard to convince a managing director who 
feels a nagging desire to be able to do all the jobs in his 
organisation as well as anyone else that if he could do so 
he would have failed doubly: first, failed to organise his 
business and recruit people who, within their restricted 
spheres, can do their jobs better and more cheaply than 
he, a jack of all trades, could hope to and, secondly, 
failed by wasting time keeping up to date with detail 
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instead of concentrating his energies on his own quite 
different job of planning and directing. 

Unwillingness to delegate is often defended by the boss 
on the grounds that he has tried delegation and that it has 
not worked. The truth is probably that he did not know 
how to delegate. Either the responsibilities and authority 
delegated and the relationships with other officials were 
not clearly defined, or his attitude to the subordinates 
was wrong. For he must have confidence in them and put 
the necessary thought and effort into bringing them on— 
it is, for example, more constructive to ask questions 
which will force them to consider their activities in the 
correct perspective than to bowl them out, as is all too 
easy, on points of extreme detail. 

Finally, failure to delegate sometimes reflects an 
unconscious reluctance to share authority and limelight. 
The full price of failure is often not brought home 
until the problem of succession has to be faced, by which 
time the managers will probably have taken such punish- 
ment that they have either lost their confidence (and with 
it their capacity to develop) or got out. The passive 
audience of a one-man band is unlikely either to provide 
a successor or to constitute much of a team with which to 
fill the vacuum—nor does it make the most flattering 
memorial to leave behind one. 

When building on such foundations, one is usually 
faced with the problem of managers and others who are 
just not up to the new requirements. I would like to stress 
that the most difficult stage is normally the initial one of 
deciding to grasp the nettle. Once this decision has been 
taken, it is surprising how often the personal problems 
prove to be less intractable than had been feared, pro- 
vided that they are tackled with the necessary thought and 
consideration. 


Looking ahead, planning and control 

As we have seen, two common characteristics of com- 
panies with high growth records are organised pro- 
grammes to seek and promote new business opportunities 
and an orientation to growth fields and markets—and the 
two are obviously closely connected. Happening to be in 
an industry which is growing rapidly may be a matter of 
luck, but selecting and breaking into one is a different 
matter. The success of those who see and seize their 
chances in this way is too often attributed to good 
fortune. But somehow, as with cards and the weaker sex, 
it is always the best performers who appear to have the 
luck—for the good reason that they are always making 
their own breaks. Not that seeing a chance is, in itself, 
enough; timing is of the essence of success and it can 
often be a costlier mistake to go in too soon than to wait 
until competitors have set the pace and skimmed the 
cream. 

All this demands a readiness to look around and ahead 
and an ability to see the relevance to one’s own circum- 
stances of such factors as technological break-throughs, 
long-term trends in demands as a result of improving 
standards of living at home and overseas, and the impact 
of such political changes as the creation of the Free Trade 


Area and the Common Market and the onset of total 
peace. This general awareness, which is typical of expand- 
ing organisations, should form the background for long- 
term planning in bodies of any size. 

Plans made in such an atmosphere will permit a more 
thorough appraisal of objectives and of what is required 
to achieve them. The most careful planning cannot, of 
course, guarantee success but, as we have seen, by reduc- 
ing, so far as possible, the unforeseen to the unforeseeabie, 
it enormously improves the chances both of selecting a 
good plan and of realising it. It also improves the likeli- 
hood of success by imparting a sense of direction and 
order to the organisation which enables employees to 
take a pride in their company that will rightly be reflected 
in improved performance. 

One rather eminent man, when discussing his cor- 
poration’s plans, remarked “It is necessary to take steps in 
several directions!” His was a very big organisation; 
smaller ones must be less ambitious. For the more limited 
one’s resources, the more vital it is to plan the order and 
timing of developments. Otherwise energy and resources 
may be dispersed too widely over improvements which, 
though desirable, could have waited, while important 
chances are missed or fluffed. It can take determination to 
stick to one’s priorities; it may, to choose a common 
example, be imperative to stand by a decision to produce 
a limited number of profitable products and to resist a 
disruptive habit of producing whatever variety customers 
may happen to ask for. 

I shall have to restrict any further comments on the 
planning and control of expansion to two matters: 

(1) the importance of selecting and training sufficient 

managerial capacity; 

(2) the provision of a proper flow of financial and other 

information. 
These are very properly being given increasing attention 
by the various sources of finance to which expanding 
businesses turn, because failure to appreciate their 
importance has time and again held back the progress of 
medium-sized organisations. 

If you have the right chaps you can set your sights high. 
Yet one of the commonest brakes on expansion is lack 
of the right men—a weakness which is reflected in the 
crop of new firms offering assistance in the selection field. 

In selecting and training future managers it is essential 
to look ahead, since the jobs which they will be required 
to fill when the organisation has expanded for another 
five or ten years may be very different from those of the 
existing management—these are gaps which seem likely 
to widen. 

There has not yet been time to work out the implica- 
tions of the increasing rate of technical change in modern 
business in relation to the discouragingly convincing 
evidence that adaptability to new problems and ways of 
thinking starts to decline materially in early middle age. 
As parents we look forward with decreasing enthusiasm 
to answering our children’s enquiries about what are, 
admittedly, everyday matters such as interplanetary 
rockets and nuclear energy—small boys are rarely im- 
pressed by the broad-gauge answer or by experience in 
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other directions. As management, I believe that we shall 
find it increasingly difficult, in planning promotions and 
transfers, to strike a proper balance between the im- 
portance of administrative experience and maturity, and 
of mental receptiveness to the challenging new possibilities 
offered by, for example, integrated data processing or 
operational research. Real dilemmas can arise here; a 
lack of experience in a manager on the one hand or of 
adaptability on the other can threaten the success of a 
development—quite apart from frustrating a promising 
career or wrecking a hitherto successful one. 

Both the information provided to management and 
the promptness with which it is presented are all too 
frequently inadequate for effective financial planning and 
control in expanding organisations. Here, a system of 
budgetary control, always a powerful aid in running an 
efficient business, can be invaluable. This is, of course, a 
subject in itself, but there is time to mention some 
important advantages. 

First, such a system forces management into the habit 
of looking ahead and planning and co-ordinating its 
activities. A management with some experience of these 
techniques will not only produce better plans, it will 
produce them more quickly—and, as we have seen, this 
may be vital in seizing a fleeting opportunity. 

Secondly, it provides a great deal of information, in the 
detailed budgets and in the comparisons of actual results 
with them, which facilitates forecasting the costs and 
profitability of different uses of plant and labour and 
helps to show what the limiting or bottleneck factors are 
likely to be as expansion proceeds. 

Thirdly, it assists in the development of efficient 
methods of ascertaining and controlling the profitability 
of different products. Vagueness about this is dangerous 
for, left to itself, expansion will tend to take the form of 
increased sales of any under-priced lines. Indeed, com- 
panies which put their house in order on the management 
accounting front as part of their expansion plans often 
receive some shocks when they learn where their profits 
really come from—discoveries which may well necessitate 
major changes in their programmes. 

Fourthly, it gives higher management an improved 
understanding and control over current results, as the 
principle of control by exception from what was expected 
highlights the significant facts in the midst of the increas- 
ing volume of information. 

Finally, cash and capital expenditure budgets are vital 
for expanding businesses. A commonsense review of the 
detailed capital expenditure budgets can be a valuable 
check on the planning behind them. It may, for example, 
disclose scope for rephasing so that the peak requirements 
for labour are reduced and with them the cost of recruit- 
ment, training and the provision of housing and asso- 
ciated services. It may even show that the timing of the 
whole scheme should be changed to avoid clashing with 
other local developments and thus increasing costs by 
causing local inflation through competing demands for 
limited resources. 

The emphasis of top management’s interest in figures 
should change with expansion. Thus, as a group grows 
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above a certain size the attitude of the parent company 
will become similar to that of an investment company 
and it will be primarily interested in the return obtained 
on the capital invested in the different subsidiaries and in 
balancing the relative attractions of short-term and 
longer term pay-offs. It will use such procedures as 
centralised banking to ensure that the best use is made of 
the group’s cash resources and that seasonal and other 
special requirements are as far as possible balanced out. 

In a paper of this length, the price of balance would be 
complete superficiality. Unfortunately, the axe has 
therefore had to fall on two subjects which are of par- 
ticular interest to me. For at this stage I should have 
liked to say something of the various external sources of 
finance and their suitability for the different requirements 
of expansion—for example, banks, hire purchase and 
insurance companies, building societies, the Finance 
Corporation for Industry, the Industrial and Commercial 
Finance Corporation and the Estate Duties Investment 
Trust. These have become more important now that the 
possibility of a takeover bid can make it dangerous to 
finance expansion by restricting dividends. I should also 
have liked to discuss the steps which can be taken to 
prevent the incidence of surtax and estate duty from 
crippling a growing business. Nor shall I say anything 
about the current form in the admittedly technical area of 
mergers and takeover bids, or deal with such short cuts 
as the proper use of shell companies, as these matters are 
currently receiving official consideration. 


Organisation of subsidiary companies 


A common mistake, where expansion takes the form of 
buying or setting up a company, is for the parent com- 
pany to be needlessly satisfied with less than a 100 per 
cent. holding. As a general rule, unless one is entering into 
a venture on a partnership basis, it is desirable for sub- 
sidiary companies to be wholly owned, as this: 


(1) enables the parent company to deal with the assets 
of its subsidiaries with complete freedom—subject, 
of course, to the rights of the creditors; 


(2) enables the parent company to determine the dividend 
policy of its subsidiaries according to the position 
of the group as a whole. By contrast, where there 
are minority shareholders it is often necessary to 
declare dividends out of fairness to them, although 
this may not be required by the parent company— 
in the case of an overseas subsidiary, this can result 
in unnecessarily increasing the liability of the group 
to taxation; 


(3) obviates the difficulties which can arise if additional 
capital is required by the subsidiary and the minority 
interests are unable to provide their share of the new 
money. In such cases, in order to preserve the exist- 
ing ratio of the holdings in the equity capital, the 
parent company may have to put up the new money 
in some other form which will not bring in its 
proper share of the profit earned by the additional 
investment; 
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(4) avoids any danger of minority interests selling their 
holdings to unsuitable third parties. 

Then there is the more general question of when it be- 
comes appropriate to organise expansion by setting up 
new subsidiary companies. Not so long ago, the pendulum 
seemed to have swung too far in favour of the creation of 
separate subsidiary companies, which in some groups 
were set up for almost every activity. This trend seems to 
have been reversed and many large groups have been 
eliminating unnecessary subsidiaries where their activities 
can be carried on as well or better as departments. In this 
way: 

(1) administration is simplified ; 

(2) unnecessary board and general meetings are 
avoided, together with the need to observe various 
statutory requirements—there may even be an 
overall reduction in audit fees! 

(3) stamp duty on the capital of the subsidiaries may be 
saved. 

This trend accepted, there are, of course, many con- 
siderations which may dictate the creation of a subsidiary 
company. For example, this may be desirable for taxation 
reasons; it may be dictated by political factors such as the 
need to qualify for concessions or to minimise the danger 
or potential effect of nationalisation or expropriation; it 
may be justified as a means of providing status for 
executives or of bringing in well-known local figures 
whose connections will be of assistance to a new venture 
as part-time directors; it may be appropriate for a new 
type of business. 

In this connection, something must be said about 
taxation because time and again an otherwise elegant 
plan for expansion has started off with a costly blunder 
through failure to take it into account. Probably the 
commonest mistakes flow from a lack of appreciation of 
the provisions affecting new businesses in this country 
and in a number of others, particularly in the Common- 
wealth, where the initial profits of a new business are 
assessed more than once before it gets on to the normal 
previous-year basis. 

Where practicable, it is desirable to exploit the effect 
of this double assessment in the initial accounting periods 
by timing the development of a new company so that its 
early profits are negligible. There is no time to amplify 
this point but an obvious possibility would be, instead of 
opening with a bang in one fiscal year, to open more 
modestly in the previous year. 

If, however, a new development cannot fail to make 
material profits from the start, it may be practicable to 
save tax by organising it as a department or branch of an 
existing company, as the initial profits will then not 
normally be assessed until the fiscal year following that 
in which they arose. 

At the other extreme, when a new development is 
expected to make losses initially, it is important to ensure 
that full tax relief is obtained. This is another considera- 
tion which may favour starting it as a department or 
branch of an existing company, leaving the formation of 
a separate company until just before the break-even 
point is reached. The advantage of this course is that the 


DECEMBER 1959 


initial losses of the new branch will automatically be set 
off against the profits of the company. This result could 
be partially achieved, if it were set up as a company, by 
making subvention payments, provided that both com- 
panies were subject to United Kingdom taxation, 
and, in other cases, by agreeing interest charges, com- 
missions, profit margins or charges for management 
expenses at appropriate levels. But a good deal of addi- 
tional thought and effort can be involved in doing so. 

Again, wear and tear allowances can be important 
from the point of view of the cash budget of a new 
development, and here it can be well worth a scramble to 
get new plant working before the end of an accounting 
period so that the annual allowances can be claimed. 
In a period when initial and investment allowances are 
granted, it can also be beneficial to enter into contractual 
obligations for the whole of the capital expenditure in- 
volved in a new development at an early stage, so that 
the whole expenditure will rank for these allowances even 
if they are discontinued before all payments have been 
made. 

In mentioning such points, I do not wish to imply that 
taxation considerations, which can sometimes suggest 
distinctly curious courses of action, should be allowed to 
override common sense, but merely to remind you that 
large sums of unnecessary taxation are often paid when 
setting up new ventures and that taxation liabilities should 
therefore be planned along with everything else. 


Sub-subsidiary companies 
It is not unusual to find a proliferation of sub-subsidiary 
and sub-sub-subsidiary companies regarded as an in- 
variable and even a desirable result of expansion. There 
are, of course, many cases where the creation of a second 
layer of subsidiary companies is justified. For example, a 
number of subsidiaries may be so inter-related that it is 
convenient to group them together for administrative 
purposes by making one a direct subsidiary of the main 
holding company and the remainder its sub-subsidiaries. 
Again, where a parent company has both home and 
oversea subsidiaries, the need to control the net U.K. 
rate of tax of the parent company may make it beneficial 
to group the oversea subsidiaries under a direct sub- 
sidiary. The transfer of income from the oversea 
subsidiaries to the parent company can then be con- 
trolled by the direct subsidiary without interrupting the 
flow of dividends from overseas—which can be important 
where political or currency risks overseas or other con- 
siderations make it essential to take out adequate divi- 
dends each year. In this way the parent company can 
ensure that the mix of U.K. and oversea income received 
by it will result in a reasonable net U.K. rate of tax, which 
can be a material consideration where shareholders 
include bodies which are not liable to the full standard 
rate of U.K. tax, such as trustees for pension funds and 
_assurance companies. 
Subject to such exceptions, the trend in group admini- 
stration is for the shares in all subsidiary companies to be 
held direct by the parent company as this: 
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ACCOUNTANCY 


A Textbook for the Professional Accountant and Advanced Commer- 
cial Examinations. 
By William Pickles, B.com., and G. W. Dunkerly, M.c., A.C.A. 


This authoritative work is’of considerable value and assistance to every 
member and student of the accountancy profession. The author has 
had many years’ experience as a tutor, lecturer and examiner, and he 
is well known as a successful coach for the professional accountancy 
examinations. Second Edition, 35s. 


BUSINESS COMPUTER SYMPOSIUM 
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MANAGEMENT ACCOUNTING IN PRACTICE 


By F. Clive de Paula, T.D., F.C.A., etc. 

This experienced writer here attempts to resolve some of the problems 
that arise when the theory of management accounting is translated 
into practice. De Paula has a wide knowledge of the subject, both as 
lecturer and practitioner, and his book will make interesting reading 
for management accountants as well as for students studying for the 
English Institute of Cost and Works Accountants management ac- 
counting diploma. Price: 18s. net 
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1. is usually simpler administratively and minimises 
problems of communication; 


2. often avoids unnecessary taxation complications; 


3. makes it easier to assess the results of each company, 
as these are not confused by dividends from sub- 
subsidiaries. 


This practice does not, in any way, prevent subsidiaries 
which fall naturally into a group from being dealt with 
together for management purposes. 


Expansion overseas 

Both the extent and the form of expansion overseas are 
often dictated by outside challenges, such as the Common 
Market, or by external pressures. For example, if one is 
providing goods or services to expanding world-wide 
organisations which themselves demand a world-wide 
service, one either operates wherever they do—however 
unattractive this may be in some of the areas from 
political, climatic or taxation viewpoints—or loses out 
to those who are willing to do so. 

Similarly, the growth of nationalistic feelings—one of 

the less desirable exports of Western civilisation—can 
cause pressure to set up a plant locally, even where this 
can only produce more expensive products than could 
have been supplied from this country. In some places, 
smoke coming out of factory chimneys has an exotic 
charm and a considerable prestige and political value, 
despite the fact that the most striking product at the 
bottom is a loss. 
I Incidentally, in such cases, the form of the local organi- 
. sation may also be dictated in the sense that the taxation 
concessions and favourable terms which are available to a 
locally registered subsidiary company, but would be 
denied to branches of foreign companies, may be such 
that there is no practical alternative to setting up a 
subsidiary. 

Taxation considerations may also dictate the nature of 
the subsidiary company. Thus, if it is desired to accumu- 
late the profits of an oversea venture for further expan- 
: sion outside the U.K. without incurring liability to U.K. 
taxation, it should be set up either as an Overseas Trade 
Corporation or as a subsidiary company, the control and 
; mangement of which are abroad. The profits will then be 
ig liable to U.K. taxation only to the extent that dividends 
are declared. 

A further taxation factor which sometimes influences 
the decision in favour of forming an oversea subsidiary 
is the prospect of the protracted and complicated nego- 
tiations which would otherwise be involved in reaching an 
agreement with the foreign Inspector of Taxes as to just 
what were the profits of a branch—negotiations which 
might necessitate the disclosure of information about the 

5 activities of the company as a whole which it would not 
wish to become general knowledge. 

There has not been time to do more than touch on the 
sort of financial considerations which must be taken into 
account when planning oversea expansion. But before 
leaving the subject I should, perhaps, add that in prac- 
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tice the position may be further complicated by such 
matters as exchange control regulations and the need to 
obtain the consent of the Treasury under Section 468 of 
the Income Tax Act, 1952, or of the Capital Issues 
Committee. Also it may be possible to obtain concessions 
affecting such matters as customs duty on construction 
materials and plant and exchange control regulations, if 
application is made before a decision to go ahead is taken. 

One often notices an initial failure to recognise some of 
the new problems which come with oversea expansion. 
Those overseas may be facing new and difficult problems 
and should be able to feel that there is someone at the 
head office whose responsibility it is to understand their 
problems. The tone of correspondence with them is more 
important than might at first appear, as it can have a 
major influence on the maintenance of good working 
relations. It is therefore worth taking considerable 
trouble to ensure that letters have a friendly and under- 
standing tone, since nothing does more to discourage 
those on the spot, and thus to lower their morale and 
efficiency, than curt letters from head office which seem 
out of touch and fail to show any sympathy for the local 
difficulties. 


Inter-firm comparisons 

A general preoccupation with increasing one’s own share 
of the cake may explain the tendency to overlook the 
possibility of co-operation within a trade to increase the 
size of the cake itself. Here, the way is being shown by 
a number of trade associations which have been helping 
their members to reduce their costs, and thus improve 
the competitive power of their industry as a whole, by 
organising the free and regular exchange of costing and 
production information prepared on agreed bases. 

I know of associations where comparisons by members 
of their detailed costs and actual operation times have 
again and again led to reductions of costs which were 
shown to be high—often after the higher cost member 
had visited other members’ factories to discover in what 
way he was inefficient. In practice, benefits are not re- 
stricted to high cost producers, as those with the lowest 
total costs are repeatedly enabled to reduce their costs for 
a particular operation or series of operations which are 
not as efficient as they should be. Apart from directing 
attention to areas in which there is need for improvement, 
such comparisons can sometimes also indicate to expand- 
ing organisations the sort of organisational pattern, 
performance and cost behaviour which can be expected 
as size increases. 

Properly organised, the interchange of information is a 
continuing process which can do much to lower the costs 
and increase the competitive power of a trade. Unfor- 
tunately, these possibilities are not yet generally appre- 
ciated in this country, so it may be worth mentioning 
that in Western Germany, where inter-firm comparisons 
are being carried as far as the exchange of information 
about the organisation structures of members, the 
Government has felt it worth while to encourage them by 
meeting part of the cost. 
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Re-centralisation of control 


One of the refreshing things about both the theory and 
practice of management is the way in which they evolve in 
response to new conditions. At the present time, for 
example, a number of large organisations on both sides 
of the Atlantic which decentralised their administration 
during the post-war boom include the strengthening 
of central control in their plans for further expansion. 
While it might be premature to accept these instances 
as forerunners of a new trend, they do provide evidence, 
too significant to be ignored, of the influence of certain 
factors making for centralisation of which the importance 
is likely to grow. 

First, an increasing realisation of the complexity and 
interdependence of business decisions is forcing com- 
panies to centralise the long-term planning of capital 
investment, product development and research, thereby 
reducing local autonomy. The wisdom of this course is 
often confirmed when the very process of clarifying the 
basic assumptions about the future and expressing them 
in coherent plans discloses even greater complexity and 
interdependence than had previously been appreciated. 

Secondly, there are the great advances in the theory and 
application of mathematical and statistical techniques to 
the solution of business problems at what might be called 
the tactical level. Thus, operational research teams work- 
ing within a given framework of assumptions, which 
naturally reflect central policies, may provide extremely 
detailed plans for production, inventory levels, distri- 
bution, and the rest. In this way, central control is 
strengthened and the need for whole ranges of short-term 
local decisions is eliminated. This is a field in which 
developments obviously owe much to the use of com- 
puters and one in which their influence can be expected 
to increase over the next twenty years as we really put them 
to work. 

Any justification for re-centralisation is likely to be 
welcomed at the top. For men who are tough, energetic 
and able enough to lead expanding organisations like 
doing so and have faith in their own direction. Many of 
them delegate only to the extent that there is no accept- 
able alternative. As planning techniques improve and the 
possibilities offered by computers are developed, they 
may therefore be expected to exploit the increasing scope 
for greater centralised control. 

Developments in techniques thus make it essential to 
keep the organisation structure and planning arrange- 
ments under review. What was ideal last year is unlikely 
to be so next year and will certainly be capable of im- 
provement in two years’ time, as both men and circum- 
stances change. Growing pains force recognition of this 
need and encourage the habit of reassessment; as a 
result some of our most progressive and efficient 
organisations have established traditions of periodical 
reviews of this sort. If carried out in a radical and irre- 
verent frame of mind, backed by a keenness to exploit 
any new ideas from outside, such reviews represent an 
attitude and set a tone which are of the essence of 
expansion. 
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Conclusions 


To recapitulate briefly, the more general conclusions of 
this short survey are that: 


i. It is desirable to expand and usually dangerous not 
to do so. 


2. Failure to expand may be masked by inflation. 


3. Certain characteristics are common to expanding 
businesses—in particular, organised programmes for 
development in growth markets. 

4. Expansion is often frustrated by bad delegation, 
resulting from failure of the top men to adapt 
themselves to the new conditions as their organi- 
sations grow. 


5. Success demands: 
(i) a sensitiveness to current opportunities; 
(ii) the careful selection of cbjectives; 
(iii) sound planning. 
6. The plans must provide for: 

(i) adequate managerial capacity—here the rate of 
technological change is posing new and serious 
problems of selection and training; 

(ii) the provision of a proper flow of financial and 
other information—here the use of budgetary 
control can be invaluable. 


7. Taxation liabilities should be planned, and particular 
attention given to the effect of the provisions 
affecting new businesses. 


8. The extent and form of expansion overseas are often 
governed by external challenges and political or 
taxation factors. 


9. The information provided by interfirm comparisons 
may become increasingly important in assisting 
firms to expand by improving the competitive 
position of their industry. 


10. The complexity and interdependence of business 
decisions and the emergence of new machinery and 
techniques to assist in making them, seem likely to 
lead to a strengthening of centralised control. 
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British and American Annual Reports— 


A Comparison 


By E. Joe DeMaris, ¢.P.A., and Vernon K. Zimmerman, C.P.A. 


It is as well to see ourselves as others see us, especially if they help us to avoid 
the besetting sin of complacency. The two American accountants who contribute 
this article pass some harsh judgments on British financial reporting. Their 
remarks may come as something of a shock to some in this country who are 
blinded by the recent great improvements made in a large number of British 
published reports and thus fail to observe how many others are lagging badly 
behind the standards of the best. At the same time, we feel that the authors were 
perhaps rather unfortunate in their sample of British reports. Colour and 


journalism,” charts and statistics, comparisons over a period of years, full 


information in the profit and loss account—practically all the features that they 
applaud in American reports—are now to be found in numerous British reports, 
especially of the larger companies. The omission of a trading account in this 
country is another matter, but the picture presented by the authors is not quite 
complete unless it is added that the separate reporting of turnover figures— 
annually, twice-yearly or quarterly—is a growing practice here. 


IN THE EXAMINATION of published financial reports, one 
occasionally finds curious things in terminology, format, 
content and other ingredients. One singular event stimu- 
lated our present study: two separate reports were 
published by a large Dutch corporation with world- 
wide operations and affiliations'—one was designated as 
an English edition and the other as an American edition. 
Here there certainly appears to be a reporting curiosum 
among the hundreds of financial reports issued each year. 
What could prompt the publication of two reports in the 
same language about the same financial facts? Are there 
really such differences in American and British financial 
reports that one report would not satisfy the needs of 
both American and British investors? 

Has not professional accounting attained a high 
standing in both nations in terms of accounting principles 
and standards of financial reporting? Both countries have 
contributed much to the development of accounting; 
each has drawn upon the other for ideas and techniques. 
One might surmise that reporting similarities would 
considerably outdistance the differences; yet one large 
international corporation found it desirable to publish at 
additional expense both an English and an American 
version of its financial results. 

To resolve, if possible, some of the interesting questions 
prompted by these dual reports, fifty reports of British 


1 Philips’ Gloeilampenfabrieken, an electrical equipment manu- 
facturer ranked eighth among the 100 largest foreign industrial 
corporations, according to Fortune. 
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and American companies were examined in some detail. 
The table summarises data describing some of the charac- 
teristics of the reports examined. 


Source and Nature of the Sample 
The British reports were secured from the London Stock | 
Exchange in response to a request for representative 
copies of British annual reports for the year 1957. There 
was no attempt to secure reports of businesses of a 
presumed typical size or a representative cross-section of 
British industry. These British reports were all prepared 
by public companies. (For the benefit of American readers 
it may perhaps be mentioned that the public company, as 
distinct from the private company, has no upper limit to 
the number of its shareholders and can make public 
offerings of shares; further that although the public 
companies represent only 5 per cent. of the total active 
British companies, they account for nearly two-thirds of 


-the total capitalisation.) 


The American reports were selected in a random 
fashion from the many copies of annual reports circulated 
by American businesses with widely-held stock ownership. 


Interesting Features of British Reports 

The table dramatises one of the striking contrasts between 
British and American financial statements—absence 
in the British of sales figures, cost of sales figures, and 
figures of operating expense. Consequently, the profit and 
loss account, the British equivalent of the American 
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COMPARISON OF SELECTED FEATURES OF BRITISH AND AMERICAN ANNUAL REPORTS 


Number of Average Gross Average Gross Average Length Average Pages 
Nature of Business Companies Assets* Income* of Report of Fin. Infor. 
($ million) ($ million) (pages) (pages) 
British Companies: 
Foods and Food Processing 6 31.4 + 14 7 
Steels and Steel Products 4 73.1 t 13 6 
Insurance j : 3 1154.2 235.4 23 14 
General Manufacturing . 4 33.6 t 12 7 
Construction (Building) . . 2 19.6 + 22 7 
Electrical vane and ‘Service 2 62.4 t 20 8 
Chemical . 1 23.8 t 18 9 
Publishing va 1 57.1 t 16 6 
Not Determinable 2 44.8 t 12 F 
TorTALs (or Averages) 25 177.0 t 16 8 
American Companies: 

Foods and Food Processing 6 132.4 250.1 18 6 

Steels and Steel Products 4 154.2 235.5 15 7.5 
General Manufacturing . 4 91.4 104.5 3 8 
Department Stores 2 135.7 173.7 15 7 

Airline Manufacture and Transportation 2 297.4 440.3 26 7.5 
Paper and Associated Products 3 344.5 272.2 27 10 
Motion Pictures and Radios 2 146.2 163.6 27 7 
Publishing 1 96.3 202.7 26 13 
Beverages .. 1 269.5 + 17 5 

TOTALS (or Averages) 25 173.8 226.4§ 21 pA 


* The amounts shown for British Companies were converted to American dollars at the rate of exchange of one pound to $2.80. 


+ Information not given. 


t Average omitted because only 3 of 25 companies reported gross sales. 


§ Based upon the 24 companies reporting gross sales. 


income statement, begins with what is usually designated 
as the trading profit. From the trading profit ordinarily 
only one significant figure is taken into account before 
arriving at net profit—the amount for profits tax and 
income tax. In American income statements the other 
items involved in the net profit calculation would usually 
be included in the other income and expense section. 
However, the British profit and loss account usually 
approximates the American income statement in length, 
for two reasons. One reason is that certain information 
required by the Companies Act of 1948 is usually shown 
“short” (as Americans would say) within the profit and 
loss account because these categories have already been 
deducted in the computation of the trading profit. The 
required information includes the amounts for depre- 
ciation, directors’ remuneration and the annual audit fee. 
The category, directors’ remuneration (or “directors’ 
emoluments,” as it is sometimes called) is often supported 
by a note detailing the composition of the remuneration 
as between managerial services and director services. The 
other reason for the length of the profit and loss account 
is that in content it is closely akin to what is described in 
American accounting sources as the combined income 
and surplus statement. 

Many terminological and other differences in British 
reports are instantly apparent to the American reader. In 


themselves these differences are not of material import, 
but in total they are illustrative of a different financial 
background. Under the fixed assets category were found 
such accounts as “loose plant and tools.” In one report 
an account title, “loose tools,’ was listed both as a 
fixed asset and as an expense. Another report itemised an 
expense of nearly $120,000 with the bare description 
“centenary expenditure of subsidiary.”’ In the total capital 
employed section of one balance sheet a sizeable amount, 
labelled “future taxation,” was added to shareholders’ 
funds to arrive at the amount for total capital employed. 
Included as a current liability on most of the British 
balance sheets examined was a “proposed final dividend.” 
The dividend would be subject to approval by the stock- 
holders at the annual general meeting held after the 
issuing of the financial report. It is recognised that the 
British practice stems from an obligation of the Com- 
panies Act of 1948, but it is to be noted that in the absence 
of a legal declaration such an item would not be shown in 
American reports. 

As noted in the table, the reports of two British com- 
panies could not be classified by nature of industry be- 
cause it was undeterminable. For several other companies, 
it was only after careful scrutiny that the nature of the 
business was revealed. Is it a fair inference from these 
few examples that British reports generally are not in- 
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Burroughs make a full range of business equipment— 
that’s why, whatever the size of your business, there’s a 
Burroughs system exactly fitting your needs. 

Burroughs forward-looking design and precision engin- 
eering ensure that each machine, in each class, has all the 
versatility and the advanced automatic features required 
by today’s modern accounting methods. : 

Whether your business calls for an adding machine, an 
accounting machine, or a large electronic computer, you 
can be sure that a Burroughs machine will give you the 
right answers—faster, easier, and at a big saving in 
operating cost. 

Your local Burroughs man is available now to demon- 
strate how you can streamline your accounting with 
Burroughs data processing equipment. Or write to: 

Burroughs Adding Machine Ltd., 
Avon House, 356-366 Oxford Street, 
London, W.1. Tel: HyDe Park 9861. 


Burroughs ® 


1. New Burroughs Shuttle-Carriage 
Adding Machine—for vertical 
and shuttle listing work on 
tape or wide forms—easy, 
speedy, flexible. 


2. New Burroughs Sensitronic 
with Automatic Reader—electronic 
accounting machine providing 
ledger-keeping with visible 
record and magnetic storage. 
Trial balancing made completely 
automatic when linked to auto 
reader with individual form 
handling. 


3. New Burroughs 220 Electronic 
Computer System—the most 
complete electronic 
date-processing system 
in production today. 
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INCOME TAX PRINGIPLES 


Fourth Edition 


by H. A. R. J. WILSON, F.C.A. 
and K. S$. CARMICHAEL, A.C.A. 


With the passing of each Finance Act, changes have to be made in textbooks. When these changes are 
coupled with an ever-increasing demand for a simple exposition of income tax, it is not surprising that 
this book has reached four editions since it was first published in 1953. As in previous editions the 
general principles and those matters affecting the average taxpayer are clearly set out and explained. The 
needs of students sitting for the intermediate examinations of the accountancy bodies have received 
particular attention. The reader who is not studying for an exam‘nation but requires sufficient knowledge 
to claim all the reliefs to which he is entitled, whether he be an employee, trader and/or a surtax payer, 
will find the contents worth a few hours’ study. 


Price 12s 6d net Post free U.K. 13s 9d 


H.F.L. (Publishers) Ltd. 


10 EARLHAM STREET . LONDON WC2 


== 
The First Company Registration Agency. - 
Established 113 years ago by Mr. Charles Doubble at 14-15 Serjeants 
t t h Inn, Fleet Street, and Officially appointed Agent. 
Investment Researc CHARLES DOUBBLE LIMITED 
COMPANY REGISTRATION AGENTS, COMPANY PRINTERS 
COMPANIES REGISTRY 
; _ Information and assistance rendered to the profession in all matters relating 
“You only have to look at the balance sheet to the Formation, Incorporation and Winding up of Companies. 
Mortgages, Charges and Debentures Registered. 
is one of the loftier approaches to investment. Annual Returns, Resolutions and other documents stamped and filed. 
k ~ ij th t f h th — — and Office Copies obtained. 
The remar impues that if you have the sense ompany Forms. 
COMPANY PRINTING 
to look at the balance sheet the other fellow, Memorandum and Articles of Association, Resolutions, Debentures, Share 
7 ° Certificates, Dividend Warrants, etc., printed with care and expedition. 
from whom you are buying or to whom you adutaft Memorandum and Articles of Association for a Private Company 
ing with modifications Table A of the Companies Act, se 
are selling, will certainly not have taken this Alexander P. McNabb, Barrister-at-Law (Lincoln's Inn). Post Free 3/9. y 
elementary precaution. To us this seems a very ag oon 
. °P, Lodged with Es' D Office. 
dangerous assumption—we prefer to take the Leasing _ i Grant of Probate and Letters of Administration. 
° . Searches made for Wills and Administrations and Copies obtained. Searches 
view that at any moment both sides of the in General Registry for Births, Marriages and Deaths and Copies obtained. 
market are likely to be moderately well inform- ee ey. 
ed. We therefore take account not only of the 
balance sheets (one year’s accounts are grossly onl 
inadequate) but also of what the other side of Particulars delivered, Stamp obtained. 
the market is doing. That is why so many Registration and Searches made in the following: Land Charges, Land 
P . Registry, Trade Marks, Patents and Design Registry, Business Names Regis- 
astute investors subscribe to our Notes (£5-5-0 try, Deeds of Arrangements, Bankruptcy, Enrolments with Charity Commission. 
a year). Specimen issues are available on appli- Legal and other advertisements inserted in London Gazette and all English 
cation; write to The Publications Manager, seemuneniniahtnmes ee 
Investment Research, 36 Regent Street We welcome your enquiries in all the above matters, assuring you of our very 
best and prompt attention. 
Cambridge. 10 BELL YARD, TEMPLE BAR, LONDON, W.C.2 
TELEPHONE: TELEGRAPHIC ADDRESS: 
HOLBORN 0375 DOUBBLE, ESTRAND, LONDON 
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tended for wide public circulation and that their potential 
public relations value has not been widely recognised? 


Interesting Features of American Reports 

In direct contrast to the frequent difficulty encountered 
in determining even the general nature of the business 
activities of the reporting British concerns, it is impossible 
for the reader of an American report not to know what 
the business does. Indeed, the reader of the American 
report is apt to have the products of the concern enumer- 
ated, charted, pictured, and literally consumed by happy 
customers before his very eyes. Easily the most impressive 
feature of the American reports examined was the “‘high- 
style” of journalistic effort. Without evaluating the 
ultimate success of this treatment, the polished hand of 
that portion of American society characterised by the 
terms “‘Madison Avenue,” “‘hidden persuaders” and 
“gray-flannel suit” is unmistakably evident. In addition 
to its role as a report of past operations, the American 
report is obviously prepared to double in a salesmanship 
role. 

In addition to this obvious difference in the planned 
role of their financial reports, British and American 
reports vary in certain specific areas. In contrast to the 
accepted British practice, American reports do include 
totals for gross sales, net sales, cost of goods sold, and the 
gross trading profit of the accounting period. The diffi- 
dence of British management about reporting firm 
operating statistics which would allow the external 
determination of important statistical measures of activity 
is apparently not shared by their American contem- 
poraries. The inability to determine such important 
financial measures of business activity as the operating 
ratio or the trading on the equity gain or loss would seem 
to place possible British financial analyses below those 
conceived as minimal in the United States. 

Specific items of income or expense, such as directors’ 
remuneration, were seldom presented separately in 
American reports, as contrasted with British practice. 
In the American reports all incomes and expenses were 
generally reported within the “‘multiple-step” income 
statement format. Those operating statistics considered 
to be of specific significance—such as earnings per share, 
dividends per share, total assets and book value—were 
almost always presented in “spotlight” fashion on the 
first page of the American reports. A similar capsule 
presentation of operating information was not noted in 
any of the British reports examined. 

A significant feature of the American reports, which 
corroborated the impression mentioned earlier of their 
designed salesmanship role, was their greater length (an 
additional five pages) without any increase in the number 
of pages devoted to financial information in the stricter 
sense of that term. Of the American reports examined, an 
average of 7.5 pages of the average 2l-page report was 
devoted to financial information, in contrast to the 
average British report, in which on average 8 of a total of 
16 pages were devoted to such information. Even so, a 
comprehensive review of the financial information in 
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both British and American reports leaves the unmis- 
takable impression that American reports paradoxically 
provide more financial information in slightly less space 
than do British reports. 

The utilisation of appealing colour photographs and 
charts, as well as an obviously public relations-minded 
text, were characteristics of the American reports. 


Possible Explanations for Differences Noted in Financial 
Reports 

In considerable degree, differences between American 
and British reporting practices may be explained by 
differences in the antecedents of reporting in the two 
countries. American accountants probably are aware in a 
general way of the British Companies Acts which have 
provided an “umbrella” of protection over the preroga- 
tives of the British accounting professional for over 100 
years. The United States has never had laws which can be 
considered as very close counterparts of any of the 
Companies Acts. But there are a number of Federal laws 
which have given American accountancy a legal basis 
and have no doubt influenced accounting standards and 
procedures. There are many Federal laws in what might 
be called the “common carrier area’’—beginning in about 
1906 various laws have prescribed uniform accounts and 
reports for those fields “‘affected with a public interest.” 
Of considerably more significance and impact upon the 
American accounting profession itself are the various 
Federal Income Tax enactments, the Securities Acts of 
1933 and the Securities Exchange Act of 1934. Since it 
was organised, the Securities and Exchange Commission 
has exercised wide influence over corporate accounting in 
the United States. 

The Commission has wide powers in the area of 
financial disclosure. In the exercise of its prerogatives the 
Commission has examined thousands of financial state- 
ments of corporations with securities listed upon stock 
exchanges. Its basic objective is to ensure that prospective 
investors in corporate securities obtain sufficient accurate 
information to make reasonably sound judgments on the 
value of the security offerings. This is an important 
function, and improvements gained as a result have 
undoubtedly raised the whole level of accountancy 
standards in the United States. 

In Great Britain the passage of the Companies Act of 
1908 initiated a series of Acts calculated to guarantee to 
shareholders certain disclosures about the financial 
affairs of companies granted the privilege of limited 
liability. (The Act of 1844 and later nineteenth century 
Acts hardly went beyond the giving of limited protection 
to creditors.) Progressively, the requirements of disclosure 
imposed upon the companies and the powers of auditors 
were increased (though the last Companies Act does not 
require a trading account to be provided). But the British 
philosophy would appear to assume that with the supply- 
ing of certain prescribed information, a standard which 
all companies must meet, there will be adequate dis- 
closure. If this is a fair statement of the British position, 
and it would appear to be, then it stands in some contrast 
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to ideas about disclosure in the United States. The 
Securities and Exchange Commission seems more in- 
terested in a flexible concept of disclosure which involves, 
in effect, a separate judgment on the facts of individual 
cases. 

This conceptual contrast, a product of historical 
differences between the two countries, might account for 
the uniformity in British financial information and, inso- 
far as the profit and loss account is concerned, what we 
would describe as a uniform lack of information. Yet it is 
not so easy to suggest definitive reasons why American 
reports provide such an abundance of financial informa- 
tion as well as other attractive features. The Securities 
and Exchange Commission does not directly prescribe 
the amount of information required, for example, in 
published income statements. It seems possible that the 
more complete ‘“‘professionalisation” of a separate 
management class in the United States may account, in 
part, for the more open approach to the disclosure of 
financial information. Undoubtedly the journalistic 
styling of American reports clearly reflects, too, the hand 
of American salesmanship extended even into the figure- 
dispensing department. 


Characteristics of Typical Reports 
From the sample of British reports studied, a typical 
British financial report has the following characteristics: 
1. The report format is generally colourless and stereo- 
typed; ‘ 
2. It may be difficult to determine the business activities 
of the reporting company; 
3. Financial information for two years only is included in 
the report; 


4. Arrangement and content of the financial statements 
are strikingly similar from report to report; 

5. A balance sheet and a profit and loss account are 
presented; 

6. The British profit and loss account provides a mini- 
mum of useful financial information. 


From the American reports studied, a typical American 
financial report has the following characteristics: 

1. The report format becomes visually challenging 
through the skilful blending of colour, photographs 
and original illustrations; 

2. It is immediately possible to determine the major 
business activities of the reporting company from either 
the illustrations or text; 

3. Financial information for at least the past ten years is 
presented; 

4. The arrangement and content of the financial state- 
ments vary considerably from report to report; 

5. A balance sheet, an income statement and a surplus 
statement are presented ; 

6. The auditor’s certificate is accorded a prestige position 
in the report. 


Conclusion 

Whatever the explanation for the differences in motiva- 
tion behind American and British financial reports, these 
differences appear to come to their sharpest focus in the 
area of report format. The conventionality of British 
reports suggests a routine compliance with long-estab- 
lished reporting duties. In contrast, American reports 
appear to be largely unbound by conventions; the moti- 
vating factor which predominates seems to be the will to 
make the best of an excellent opportunity for good public 
relations. 


Last month the Chest and Heart Association held a one-day conference 
at the Royal Festival Hall on ““The Health of Business Executives.” 

A galaxy of eminent physicians and surgeons spoke. Our article is based 
on ‘the addresses given at the conference. 


Take It to Heart! 


IN THE YEARS since the war the health 
of business executives has been 
increasingly discussed, at first in the 
context of jokes about peptic ulcers, 
and recently in a less lighthearted 
framework of references to coronary 
thrombosis. There have been reports 
of businesses organising periodical 
medical examination of their senior 
men: there may well be more, follow- 


ing on the conference last month. 
Any danger that general discussion 
of the problem may produce execu- 
tive hypochondria is more than offset 
by the savings in efficiency that 
preventive medicine can effect if 
given a proper chance. But it is still 
worth remembering that executives 
have no monopoly of stress-com- 
plaints—doctors themselves are also 


sufferers and, in quite another age 
group, undergraduate suicides have 
been reported as increasing. Also, it 
has to be remembered that for many, 
perhaps most, people, stress is the 
spice of life—and many, perhaps 
most, executives are extremely fit; 
if they were not they could not have 
reached their present positions. 

On the other hand, a great many of 
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them work harder than they should. 
Some of them do so because they are 
obsessed by work, some do it to 
escape from other stresses (how many 
men stay late in the office because 
their doméstic life is unsatisfactory?), 
and some because the job is too big for 
them and they are endlessly struggling 
to catch up with it; it is not easy for 
anyone to refuse promotion (or 
indeed to acknowledge inadequacy 
for the next job up), but there are 
times when it is very wise to do so. 
Whatever the real cause of the over- 
work it needs no research to demon- 
strate that it is bad for the individual 
and in the longer term for his 
employer too: “‘he worked himself to 
death”’ is a too familiar epitaph. 

The connection between stress and 
the ailments it produces is not easy to 
explain: the interaction of mind and 
body is only beginning to be under- 
stood. But that much illness is 
psychosomatic is a matter of common 
experience, and the asthma of thirty 
years’ standing that cleared com- 
pletely when the patient’s interest was 
diverted by her broken leg is an 
example different only in degree 
from the duodenal ulcer produced by 
worry or fear. 

The opportunity that management 
has to look after what may be called 
the capital asset of its executives’ 
health is fairly severely restricted; 
the individual will always have the 
last word on his own fitness. But 
there are one or two points that 
deserve management attention. That 
men should not be promoted above 
their capacity is a matter of basic 
efficiency, quite apart from the health 
aspect, and hardly needs stating: but 
a great deal more could be done in 
many businesses to organise work 
and to define responsibilities, so as 
to avoid the confusions that cause 
wrong promotions and at the same 
time add to the harassment of the 
men promoted. That holidays are 
adequate, and are taken each year, is 
a responsibility of management that 
has been recognised for many years: 
four weeks may well be the minimum 
for a man carrying heavy responsi- 
bility, and it is arguable that three 
weeks of it should be taken at a 
stretch. Periodical medical examina- 
tion, mentioned at the beginning of 


this article, is a newer idea: the 
importance of early diagnosis can 
hardly be overstated. 

New too, and still. quite unrecog- 
nised by far too many businesses, is 
the problem of concentrated travel. 
Far too many men who travel 
abroad on business know how 
unsympathetic are their non-travel- 
ling colleagues, regarding oversea 
missions as pleasant escapes from 
the rigours of the English climate, 
instead of the exhausting marathons 
of excessive hospitality, changes of 
climate, and accumulating work at 
home that they so often are. It is an 
ultimate economy, not an extrava- 
gance, to arrange for executives going 
abroad to have a day off on arrival, 
and occasional time off for sight- 
seeing; to try to keep them to an 
eight-hour day and a five-day week 
during the trip; to see that they have 
four days off after they come home, 
before returning to the office. And 
although there is no present possi- 
bility that the Inland Revenue will 
permit wives’ travel to be “‘allowed” 
with their husbands, except insofar 
as their journeys are directly in the 
interests of the business, it is so 
desirable from so many points of 
view for wives to go with their hus- 
bands on some of their foreign trips 
that enlightened management will 
often be prepared to foot the bill. 

The executive himself can do more 
for his own health than his employers 
can do; and the rules he should 
observe are of course much like those 
of good health generally. 

He should resist the temptations 
to obesity that expense account living 
offers him: overweight is bad both in 
the brake it exerts on ordinary 
efficiency and in the encouragement 
it gives to a whole range of conse- 
quential ailments. Diet and exercise 
are both important, diet because 
overweight is the result of over- 
eating (and drinking—alcohol frees 
calories for’ fat-building), exercise 
both because it can help in check- 
ing overweight (despite the current 
opinion that it does not!) and be- 
cause it helps prevent such sedentary 
ailments as backache, general phy- 
sical slackness and depression. Brisk 
walking is as good exercise as any; a 
“car on the firm,” on the other hand, 
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is a net addition to executive 
stress! 

He should remember (if his em- 
ployers have not already arranged it 
for him) to have a regular medical 
checkover; to do so is not to betray 
hypochondria, it is rather to carry 
out intelligent maintenance of a 
machine much more important to 
him than his car. (Racehorses are 
usually much better looked after, 
medically, than company directors.) 
He should cut down his smoking, if 
he smokes too much—certainly if he 
has a smoker’s cough; whatever the 
connection between cigarettes and 
lung cancer there is no doubt that 
smoking makes bronchial conditions 
worse. Bronchitis is known on the 
continent as the English disease, but 
that is no good reason why the 
Englishman should accept it as in- 
evitable—and of course there are 
more serious respiratory diseases 
behind simple bronchitis. 

If he has high blood pressure he 
need not regard it as too serious 
(arteries are more important—a 
man is as old as his arteries), but he 
should seek intelligent relaxation, he 
should avoid sudden strenuous exer- 
cise, and he may need sedative treat- 
ment: alcohol in moderation is the 
oldest and not the worst. In all these 
matters he should avoid self-medica- 
tion, especially the regular use of any 
drug, and perhaps most of all the 
tranguillisers that have swept the 
United States and promise to follow 
suit here. And if his doctor tells him 
he should have an operation he must 
not indulge in the ingenious evasive 
tactics that so many adopt when 
operation is advised; the sooner the 
operation is performed the less 
serious it is likely to be—and go for 
a holiday before it, to get exercised 
and fit. 

The moral of all this is plain 
enough: the Greeks had a word for 
it—moderation in all things. It was 
perhaps disappointing that so emi- 
nent a medical gathering as that 
assembled on the platform at the 
Festival Hall in November could 
not give us more specific guidance 
on such problems as the permissible 
intake of alcohol or consumption of 
cigarettes, but their general counsel 
of moderation cannot be faulted. 
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Economies Need Not Be Expensive! 


Red Bar Rounding Up 
by David C. Rogers, A.C.A. 


OFFICE EQUIPMENT manufacturers and 
retailers seem to supply a daily 
assortment of pamphlets to every 
office, holding out the assurance that 
a demonstration will suffice to per- 
suade the doubters that a purchase 
will save both time and money. If 
economies are to be grounds for an 
order, however, the executive has to 
be satisfied that he will have saved 
enough to pay the running costs of 
the installation and to cover the asset 
value in depreciation before the 
inevitable further supply of literature 
convinces him that a new and even 
better installation is essential. This 
battle results in many improvements; 
but there remain tiresome procedures, 
especially in the accountancy field, 
not suited to mechanisation, which 
are quite uneconomic in terms of 
effort. These warrant examination 
with a view to reorganisation. In the 
profession time represents fees, in 
commerce it represents profit more 
directly. Elimination of duplicated 
effort saves half the time previously 
taken, yet how often the drudgery 
that was once considered essential to 
training is still accepted without 
question in spite of the waste of time 
and the undermining of morale! 
Reform is often possible from within 
and need not involve initial expense. 

Included in my work has been 
the preparation and submission of 
urgently needed monthly accounts, 
with supporting schedules and 
analyses, to a Board. Commitments 
other than pure accountancy have 
aggravated the time factor, as they 
so often do—and some inventions 
are the offspring of necessary speed. 
What I am chiefly concerned with 
here is a means to prepare and agree a 
four-column trial balance in pounds, 
shillings and pence, and from the 
same figures to transfer whole pounds 
only to the accounts for submission. 
The operation of rounding up into 
whole pounds is completed without 
in any way altering the figures, and 


thus the casts can be checked either 
in full or in pounds only at any time 
thereafter. The practice, which has 
been successful in the trial balance, 
is equally applicable to any schedule 
or list that is drafted including shil- 
lings and pence but ultimately used, 
either for extraction of detail or for 
typing, in round figures. 

Strips of paper stuck over columns 
to show the pounds for typing and 
drafts with crossed-out shillings and 
pence, odd pounds being added on 
here and there, are both uneconomic 
methods in terms of effort and ab- 
solute invitations to the occasional 
mistake. The paper slips become 
detached or, worse still, poor align- 
ment causes errors in extraction and 
typing. The actual re-writing of the 
figures on the slip is in itself a waste 
of effort. The alternative of altering 
the figures destroys the original casts. 
The use of round pounds from the 
trial stage probably eliminates the 
copying of as many as two characters 
at least once in respect of every 
amount. 

By the use of sixteen-column 
analysis paper for the four column 
trial balances I had already avoided 
the re-writing of the narrative column 
every month, and in three months 
out of four the cumulative ledger and 
adjustment data for the previous 
month were visible in a most con- 
venient form. Extraordinary vari- 
ances were thus apparent immedi- 
ately even at this stage and, when 
differences arose, comparison of 
equivalent columns for the current 
and previous months would usually 
reveal items on the wrong side and 
often assist in locating other errors 
of a more complicated nature. 

Transferring the balances includ- 
ing shillings and pence was a clear 
waste of time, especially as the 
figures for the month were to be 
arrived at by deduction of the 
previous month’s cumulative totals. 
To ensure accuracy in the results it 


would have been necessary to carry 
out the secondary operation in 
pounds, shillings and pence as well as 
the primary transfer. I was able to 
evolve a simple method of avoiding 
this and still be certain that the net 
profit would be correct to the nearest 
pound, both for the period to date 
and for the current month. Rounding 
up any list of amounts involves 
precisely the same procedure, but 
included in the examples is a sum- 
mary of a trial balance to demon- 
strate the lack of complications 
arising in balancing to a net figure. 

The shillings and pence of any 
column must first be examined to 
determine whether or not there 
should be a mark-up of the pounds, 
and if so how large a mark-up. 
Where summarised lists or sub-totals 
are concerned it is essential that the 
final total be examined first. In every 
case where for the shillings and pence 
there is to be a mark-up a red ink bar 
is placed under the position of the 
units digit of the pounds column. 
This bar is to be counted as one in 
casting the units column and is to be 
added to the pounds in extracting 
rounded-up figures. 

Every accountant will have found 
for himself practical aids to selective 
scrutiny of figures. In searching 
amongst similar amounts for, say, 
£2,249 -. 9. the eye is directed to 
the shillings column, and until a 
blank is found no other part of the 
column need be examined. Particular 
marks, colours and figures can be 
used by the eye in the same way as 
the machine sorter of punched cards 
sensitises on positioning of holes. 
(It is unfortunate that the red bar is 
reproduced here in black; an experi- 
ment with colour will readily prove 
its advantage in training the eye.) 

In Example I the total of the list to 
the nearest pound may be taken as 
£32. The shillings and pence cast to 
44s. 5d. and it will be accepted that 
two items in the list must be counted 
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EXAMPLE IT 

Before Marking After marking 
£s. d. 
110 - 110 - 
ah 3 213 3 
17 12 4 1712 4 
F 65 7 
6S 32 4 5 


up. Selection of appropriate items 
will be made so as to disturb signifi- 
cant amounts as little as possible, 
and once selected they will be marked 
with red bars in the manner already 
described. After marking the pounds 
can be cast: 1, 3, 4, 8, 25, 26, 32. 
Ignoring the bars the full cast 
remains undisturbed. After some 
experience £17 is actually seen as £18 
when extracting round figures. The 
use of red facilitates selection: these 
marks are accepted or rejected by the 
eye as desired. Some mistakes in 
placing the bars are inevitable, and 
crossing them out would be rather 
like crossing out a full stop—result- 
ing in something resembling only a 
bigger full stop. As the bars are in 
red, however, mistakes can be cor- 
rected by overmarking in black, and 
it will be found that bars so cancelled 
cease to be noticed in the process of 
selection. Again, the effectiveness of 
this will be proved by experiment. 
The decisions involved in Example 
Il, working as is essential from the 
final figures, are: 
(a) The net and profit figures will 
count up and therefore be taken as 
£20,362, that is £20,363. 
(b) In the Balances Statement pound 
unit columns, 8 from 1 yields 3, and 
as the shillings are low in both cases 
no action is needed in the sub-totals. 
(c) First column shillings and pence 
total 23s. 7d. One extra pound needed, 
mark up the 15s. 3d. 


(d) Second column shillings and pence 
total 28s. 5d. Mark up the 10s. 2d. 
(It will be noted that marking up an 
item where there are no pounds 
causes no difficulty.) 

(e) In the Profit and Loss Account 

columns both sub-totals may be 

counted up. 

(f) First column casts to 16s. 3d. 

Select an amount to mark up (say 

the 3s. 2d.). Whole pounds cast to 

£20,879, that is £20,880. 

(g) Second column casts to Sls. 5d. 

and the total is to be counted up. 

Select three items—12s. 7d., 14s. 9d. 

and 17s. 

A refinement of the method is 
facilitated by the use of bars that can 
be cancelled. Where small amourtts 
are involved it may be more accurate 
to cancel one marking on each side of 
a balance than to mark up an unsuit- 
able item. The possible detail of the 
profit and loss account columns of 
folio 2 in the trial balance summary is 
set out in Example III. By over- 
marking in black the bars in £850 
16s. 4d. and £1 7s. 2d. the net profit 
will remain undisturbed at £20,363. 
The inflation of £1 7s. 2d. on the 


EXAMPLE 


To summary 19,431 3 2 


credit side by 12s. 10d. (nearly half) 
will have been avoided without 
altering the debit item by a signifi- 
cant proportion. The net figures will 
be undisturbed, of course, only so 
long as equal cancellations are made 
on both sides of the same balance. 
A “contra” overmarking of one 


EXAMPLE II 
Final stages of a summarised Trial Balance 

Fo. Balances Statement Profit and Loss Account 
1 500 2 3 374 13 7 | 
2 27,644 15 3 — 10 2 19,431 3 2 = 1349 
3 32,716 3 11 203 4 8 170 4 3 11,000 14 9 
4 0 2.2 40,000 - - 151 3 - 180 17 - 
60,941 3 7 40,578 8 5 20,879 16 3 41,242 11 5 
40,578 8 5 20,879 16 3 
20 362 15 2 (Net) (Profit) 20,362 15 2 
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balance sheet item and one profit and 
loss account item would change the 
net profit or loss by £1. It would 
also complicate the finding of any 
error in transferring the round 
figures to the accounts, as both the 
real amount of the error and its 
location would be in doubt. 

Considerable further saving of 
time is possible if the carry-forward 
to the units column of the pounds is 
noted when making the original 
casts. The number of bars required 
will be the carry-forward, with one 
extra should there already be a bar 
in the total. In long casts it will be 
well worth while to avoid the dupli- 
cation of effort to arrive at this carry- 
forward. I have found it quite safe to 
dispense with any check of the 
pounds column after marking up 
when working with carry-forwards 
noted in this way. Some alterations 
are inevitable in draft figures before 
the results can be finalised. Once the 
trial has been inked in and marked 
up, adjustments can best be effected 
on the summary, where they can be 
made in full and subsequently 
rounded up in the usual way. These 
adjustments will be followed clearly 
if referenced to the appropriate folio 
of the ledger or the trial. Inking in, 
which should precede marking up, 
can also be completed in spite of a 
difference: this can be dealt with as 
an adjustment when traced. 

Most of the potential value of the 
method described arises from the fact 
that the resultant marked-up figures 
can be interpreted without difficulty 
by all levels of staff including the 
typing pool, the only instruction 
necessary being that, in dealing with 
rounded-up pounds, a red bar under 
the position of the units digit of the 
pounds column increases the item 
concerned by £1. To ensure complete 
accuracy only the staff concerned 
with the actual marking need have a 
clear understanding of the principles 
involved. 

After two years’ successful appli- 
cation more recent extension to 
schedules for typing has been so 
satisfactory that “red bar rounding- 
up” seems to deserve more general 
application in other offices—whose 
budgets would profit both in initial 
and in running expenses. 
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Accountant at Large—at Christmas 


The Spirit of Accounting Future 


IT MAY HAVE been the Christmas 
dinner or the heat of the room or 
perhaps it really was a vision... . 

Sitting in a voluminous armchair, 
I was thinking drowsily, as one does 
after a satisfying meal. The smoke 
from my cigar curled slowly upwards. 
I was wondering about the future of 
my profession, dreamily pondering 
what the years ahead might hold, 
when I realised that I was not alone. 

The spirals in the cigar smoke were 
taking shape. The shape had evolved 
a head and body. It was a little man, 
bespectacled, wearing flowing Eastern 
robes, surmounted by a bowler hat. 

He bowed low, sweeping his bowler 
behind him in an eloquent gesture. 

“Your slave,’ he announced in the 
best traditions of his calling, “the 
Spirit of Accounting Future, I come 
to show you the year 2000.” 

I said nothing. Dim recollections 
of Aladdin (or was it Ali Baba?) 
sprang to mind. I knew one did not 
argue with a genie. 

““Remember,” he began, settling 
himself on the arm of the chair, 
“the progress you have seen in 
accounting will not only continue, it 
will accelerate. It is rather difficult to 
know where to begin. Many of the 
terms used in fifty years’ time will be 
new to you, but I will try to make it 
simple.” 

He drifted sideways slightly in a 
draught, then continued, ““With the 
dawning of the electronic age, in the 
middle of the twentieth century, the 


; ad was to reduce the size and 
cost of electronic equipment so 


that every concern could benefit. 
However, the most effective machine 
was always too expensive for the 
average single business of those far- 
off days. So that concerns, quite 
naturally, began to band together in 
sharing accounting facilities, without 
losing their separate entities. 

“The Government of the time 


thought this was a good scheme, and 
encouraged it, even setting up area 
offices equipped with high potential 
equipment to deal with all the 
routine accounting operations of the 
concerns in the area which wanted to 
join in. Each business sent its primary 
documents to the area accounting 
centre, which tabulated and analysed 
the information in every conceivable 
way and sent back detailed statistics 
and lists of balances.” 

The genie paused, peered through 
his spectacles to see if I was following, 
then continued. “In time the growth 
of the system called for a uniform 
method of presenting material, so all 
forms were standardised about the 
year 1970. Filming and televisual 
links were introduced so that the 
information passed automatically. 
The system was helped by the intro- 
duction of the decimal monetary 
system and a standardised calendar 
of accounting periods in 1975. 

“‘Naturally, there were many ob- 
jections to the system. Many long 
debates were held in the House about 
it. A Royal Commission was set up. 
A standing committee of the Institute 
of Chartered Accountants was 
formed. But by 1980 the majority of 
concerns, not having facilities of 
their own, had joined the scheme. 
Even the largest units found that, 
having adopted the standard forms, 
it was cheaper to allow the area 
accounting centre to do the comput- 
ing, since the State subsidised the 
cost of the complex plant.” 

He paused again, drifted rather 
wispily sideways, then continued. 


“Eventually the stage was reached 


when the area centres were acting as 
bookkeepers for the nation. Then a 
new phase began. With all the infor- 
mation in the hands of the centres it 
was far simpler for payments between 
businesses to be made by adjust- 
ment between centres than for each 


concern to make its own arrange- 
ments through the banks. Thus the 
accounting centres began a second 
function as clearing house for 
balances due from one business to 
another. 

**This development continued until 
by 1984 all that a concern did on 
effecting a sale was to pass the details 
on to the area centre. The transfer of 
cash into the bank account of a 
business was almost immediate—and 
so was the charging for purchases.” 

The genie looked as if he had done. 

“But wait a minute,” I cried, 
hurriedly sitting up in my chair and 
causing him to waft upwards, “you've 
hardly told me anything. What about 
costing... .” 

“What you know as standard 
costs, budgetary control, marginal 
costs and the rest were developed by 
the use of new formulae and a new 
approach aided by the statistics 
turned out by the area centres for the 
businesses they served. Each concern 
was able to prepare optimum pro- 
grammes for every set of circum- 
stances. No self-respecting business 
would enter a market without know- 
ing detailed profit ranges under every 
condition of trade for at least ten 
years ahead. This is the field in which 
accountancy developed. It was thus 
that we recognised the importance of 
the accountant.” 

He was disappearing fast. 

“But I don’t understand...” I 
began. 

“Of course you don’t,” he coun- 
tered, “in a few minutes even I 
cannot explain forty years of research, 
discovery and progress.” 

He was almost invisible. 

“Before you go,”’ I cried, “how 
can I be sure that all this happened?” 

He smiled. 

**You can’t. You won’t be there to 
see.”” And with a little puff he was 


gone. 
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A paper given at the Summer Course of the Institute at Christ 
Church and Merton College, Oxford, in July. 


Accounting by Electronic Methods 
with Particular Reference to the Auditor 


by J. W. Margetts, F.C.A. 


I. Introductory 

When businesses are small, proprietors 
can exercise effective management of all 
the aspects of the business by direct 
supervision and the accounting require- 
ments are relatively simple. Accounting 
systems in such cases are largely directed 
to ensuring that the correct amounts are 
collected in respect of sales to customers, 
and paid for supplies and services, and 
to ascertaining at the end of an account- 
ing period the profit or loss and the 
financial position of a business. 

As businesses grow, proprietors can 
no longer exercise direct control and 
have to subdivide management respon- 
sibilities and delegate them to managers. 
With further growth the chain of man- 
agement becomes longer and more 
complex, and “top”” management finds 
increasing difficulty in ensuring that the 
organisation is functioning efficiently 
and that decisions are based on adequate 
information as to the position and 
progress of the business. Thus in due 
course it becomes necessary to add to the 
existing “‘financial’’ accounting system, 
stock control, costing, production con- 
trol and budgetary control systems, and 
all the other accounting techniques 
which are generally comprised within the 
term “‘management accounting.” 

The growth in the size of business 
organisations, which is necessitated if 
full advantage is to be taken of large- 
scale production techniques, carries 
with it the need to account for, and to 
interpret for management purposes, a 
very large number of individual business 
transactions. The detailed procedure of 
recording, classifying and summarising 


such transactions is known as “data 
processing.” 

In recent years management has been 
faced to an ever-increasing extent with 
the problem of how the information it 
requires can be obtained at reasonable 
cost and sufficiently early to be useful. 
The answer has always had to be in the 
nature of a compromise. Even with the 
help of mechanised accounting equip- 
ment there were serious limitations to the 
speed with which vital information could 
be obtained, and additional speed could 
only be obtained at prohibitive cost. 
Management therefore had to accept 
that its information tended to be in- 
complete and to become available later 
than desirable. 

Electronic data processing with its 
promise of phenomenal speed and 
accuracy has accordingly seemed to 
offer a final answer to the requirements 
of management for better information, 
more quickly and at lower cost, and it is 
not surprising therefore that a number of 
our large industrial concerns have shown 
such eagerness to take steps to adopt the 
new techniques. 


II. Electronic data processing (“E.D.P.”’) 
equipment 

The booklet entitled Accounting by 
Electronic Methods: An Introductory 
Outline, issued in July, 1958, by the 
Council of the Institute of Chartered 
Accountants in England and Wales, 
deals adequately and lucidly with the 
general operating features of E.D.P. 
equipment, and I do not propose, 
therefore, to give any very detailed 
description of the equipment in this 


paper. However, the following summary 
may be helpful: 


(a) the central feature of E.D.P. equip- 
ment is the electronic digital computer, 
which I will refer to hereafter as “the 
computer.”’ This operates on the basis of 
electrical pulses controlled by valves or 
transistors; 

(6) the computer can only operate in 
accordance with the instructions given to 
it. Such instructions are given in the form 
of a “programme.” This, together with 
the current information to be processed 
(the “input’’), is introduced into the com- 
puter in the form of punched paper tape, 
punched cards or magnetic tape; 

(c) the speed at which the electrical pulses 
can be generated is so high that the 
performance of the computer is normally 
limited only by factors outside the com- 
puter, i.e., the speed at which the in- 
formation to be processed can be intro- 
duced and the information required 
extracted, and the degree of skill exercised 
in devising the computer procedures; 

(d) the scope of the information eventually 
produced (the “‘output’’) is determined by 
the programme; 

(e) the computer normally includes one or 
more storage units, where information 
can be stored pending further processing. 
Information can also be stored outside 
the computer on magnetic film or tape, or 
on punched cards; 

(/) the computer can recognise only the 
presence of an electrical pulse or the 
absence of one. Thus it is convenient for 
the computer to operate on the basis of 
the binary system, under which all num- 
bers can be expressed in relation to the 
figure 1 or the figure 0. A table showing 
the basis of conversion is included in the 
Institute’s notes, and an example is 
given below showing how 183 is expressed 
in binary. 
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Conventional or 
decimal scale Binary 
10® 10! 10° 25 2! 2 2° 2? 2° 
(100) (10) (1) (128) (64) (32) (16) (8) (4) (2) (1) 
1 8 3 = 1 0 1 1 0 1 1 1 
= 128 +32 +16 +4 +2 +1 
= 183 


An alternative method of converting 

183 for processing in a computer is by 

converting each digit into binary, allo- 

cating a group of four binary digits to 
each decimal digit. On this basis the 
conversion of the figure 183 would be 

0001/1000/0011. This method of con- 

verting decimal into binary is known as 

“Binary Coded Decimal”; 

(g) the storage unit of a computer is 

divided into a number of locations, each 

capable of holding a “‘word”’ of informa- 
tion, comprising approximately thirty-six 
binary digits or twelve decimal digits (if 
binary coded decimal is used). A word 
within the computer can have three 
different significances. Firstly, it can 
represent a binary number and as such 
can be processed mathematically; in this 
respect £ s. d. is normally represented 
within a computer as binary pence. 

Secondly, it can represent a programme 

instruction; and lastly, it can represent 

information in coded form of either 
numerical or alphabetical significance; 

(h) I have already referred to the fact that 

the computer is given instructions by 

means of a programme. Both the pro- 
gramme and the information to be pro- 
cessed are in coded form, represented by 

a pattern of holes punched into paper tape 

or punched cards or by a pattern of sensi- 

tised spots on magnetic film or tape. The 
answers produced b, 2 computer will 
normally also be in coded form, which 
can then be converted by the appropriate 

_ output equipment into typescript if 
required. 

I do not propose to attempt in this 
paper to deal with the question how the 
computer receives and processes the 
coded input, since this is a _ highly 
technical subject requiring a great deal 
of specialised study. 

As I explain later, | do not consider 
that it is necessary for the auditor to 
acquire this very specialised knowledge 
in order to carry out a satisfactory audit. 

Electronic computers were developed 
originally as mathematical aids for 
scientific and research purposes, and are 
greatly accelerating the rate at which 
research problems can be dealt with. 

In a computer used for research 
purposes, however, the input, output 
and storage requirements are normally 
relatively small, and in order to adapt 
the computer to commercial applications 
it became necessary to develop ancillary 
equipment capable of the speedy hand- 
ling of very large volumes of input and 
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output and to provide additional storage 
facilities. The scope of the additional 
equipment required can vary materially 
for different types of applications and for 
the same type of application in different 
businesses, and the selection of the most 
suitable balance of equipment can be 
determined only after detailed dis- 
cussions between the manufacturers and 
the users, having regard to the range of 
accounting and commercial tasks which 
will be required of the equipment. 

Punched card installations can be 
obtained which incorporate electronic 
calculating equipment with a simplified 
form of standardised programme. These 
are very efficient for certain applications, 
but are not so versatile or flexible as 
equipment based on an electronic digital 
computer. 


Ill. Applications 

The nature and capacity of the E.D.P. 
equipment so far delivered to users in 
the United Kingdom varies so much that 
it is not practicable to prepare a sum- 
mary from which any useful conclusions 
can be drawn. Very broadly, however, it 
is true to say that it is only within the 
last two years that there has been any 
appreciable flow of deliveries of E.D.P. 
equipment to users in the United 
Kingdom, and in the majority of cases 
the equipment is not yet on a fully- 
operational basis. 

Applications for which E.D.P. equip- 
ment has been ordered cover the whole 
range of accounting procedures, in- 
cluding stock control, production plan- 
ning, sales invoicing and automatic 
re-ordering procedures based on sales 
orders, hire rental accounting, sales 
statistics, and of course payroll. 

There has been some comment and 
possibly some feeling of disappoint- 
ment, or even disillusionment, that in a 
large proportion of cases the initial 
application has been the payroll. The 
point is often made that in most cases 
this was already being dealt with effi- 
ciently and that little if any saving of 
cost or improvement in management 
information is likely to result. 

In my view, however, if one has in 
mind eventually building up an inte- 
grated system of accounting based on 
E.D.P. it is entirely logical to gain one’s 
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experience in the operation of E.D.P. 
with an application where the require- 
ments can be readily defined and where 
initial teething troubles should be 
capable of being remedied without 
causing undue dislocation to the normal 
operation of the business. In addition, a 
payroll application would normally go 
beyond the mere calculation of the 
wages payable and would also provide, 
inter alia, wages analyses for costing 
purposes. 


IV. Considerations affecting decision to 
adopt E.D.P. 
With the rapid developments taking 
place in the design and construction of 
E.D.P. equipment, there is a 
natural feeling that it might pay to 
wait until some measure of standardisa- 
tion has been reached. Delivery dates 
tend to be some way ahead, however, 
and a great deal of preparatory work 
has to be undertaken before a business 
is ready to use E.D.P. equipment. Many 
large organisations, which are already 
embarrassed by difficulties in dealing 
with an enormous volume of small 
transactions and extracting therefrom 
the information they require, are 
satisfied that it is only a question of 
time before E.D.P. equipment will 
amply prove its worth and that in the 
meantime they can usefully gain valuable 
know-how. 

The purchase of E.D.P. equipment in 
such cases is not based on a calculation 


Bae 
. 
— 
— 
i 
& 
‘ 
} 
a 


CHRISTIE & CO. 


Estate Offices : 


London & 7 BAKER STREET 
Home Counties | LONDON W.I1 
Tel. WELBECK 0022 


| I1§ PALMEIRA MANSIONS 
Sussex HOVE 
Tel. 38936 


JACEY HOUSE 
Hampshire & THE LANSDOWNE 
South West BOURNEMOUTH 
Tel. 27247 


ST. STEPHEN’S HOUSE 
Devon & CATHERINE STREET 
West Country EXETER 
Tel. §9371 


BUSINESS AGENTS 


Specialists 
in purchases of or loans on. 


Reversions, 


Life Interests, etc. 


at very reasonable 
rates of interest 
Assets: £4,000,000 


The Lancashire 
and Yorkshire | 


Reversionary 
Interest Co. Ltd. 


45 Cross St, Manchester 2. S8LAckfriars 0081 
1 Queen Victoria St, London E.C.4 City 3626 


you need NEVER touch a 


Hectographic Sheet Garbon 


again with the 
SPIRITYPER 


THE SPIRITYPER 


CUTS DUPLICATING COSTS/ 


TS (OFFICE EQUIPMENT) LIMITED 
140/148 BOROUGH HIGH STREET, LONDON, S.E.1 
HOP 3191 


; 
3 
1C 
ess THAN 1S uged 
LE" RIBBON 
Ss LEAN 
CLEAN 
A 
ig ENCLO ES 
| THE RIBBON ON BOTH $/0 

| peRsP 

Please send full details of the Adler Spirityper to ; 


Established 1807 


FULLER, HORSEY, SONS CASSELL 


INDUSTRIAL AUCTIONEERS AND VALUERS 


@ Plant and machinery valued for balance sheets, amalgamations, 
new issues, estate duty, fire insurances, etc. 


Auctions anywhere in the British Isles. 


Surveyors and valuers of factories, mills, wharves and warehouses. 


Estate agents for all industrial premises. 
All business conducted from the City of London 


10 LLOYD’S AVENUE, LONDON, E.C.3 


Telephone: ROYal 486! (4 lines) 


for Hire Purchase A/CS 


maintain happy relations 


sting between Hirer and Renter 
bb 


Trade Mar) 


s¥SsTEMS 


THE REASONS: 
They guarantee accurate records 
Keep payments up to date | 
Greatly reduce labour 


“May we demonstrate these practical Systems 
to you, without obligation to purchase? If so, 
please send a Postcard to the Inventors of 


Duplicate Posting Systems; 


ALFRED GILBERT & SONS, LTD. 
Wolverley Works, The Hyde, London, N.W.9.” 


A xxii 
| 
Your account Mt Brown, Uke your goods, always just MGM: 


of comparative costs for carrying out 
similar operations, but on a conviction 
that E.D.P. when fully developed can 
and will revolutionise the whole basis of 
preparation of accounting and commer- 
cial information, and in the process 
provide management with an invaluable 
aid. 

There may well be cases where a 
decision is taken to transfer a large 
routine operation to E.D.P. with the 
view to realising an ultimate saving in 
cost. In the process of transfer it is 
likely, however, that the opportunities 
which will arise for obtaining additional 
vital information will result in an exten- 
sion of the application, so that the direct 
savings originally anticipated do not 
mature. It is to be anticipated, however, 
that in their place indirect savings from 
increased efficiency should arise. 

There is of course the danger that 
exists in all large-scale organisations— 
that with the ability to supply informa- 
tion there will grow a demand for 
information which is not strictly essen- 
tial. To counter this particular mani- 
festation of Parkinson’s Law I think it is 
important that in every organisation 
there should be a person, possibly the 
head of the O. & M. division, who 
regards it as a main objective to keep 
under constant review all information 
supplied and requests for new informa- 
tion, and to eliminate any which cannot 
be proved to him to justify its cost. 
Information is not only expensive to 
produce, it is expensive to distribute, 
expensive in the time occupied by the 
people who receive and examine it, and 
in the accommodation required and time 
taken in filing it away. , 

In this connection, under most 
existing accounting systems, a consider- 
able amount of time is spent in examin- 
ing information produced in order to 
detect matters which require manage- 
ment action. It is to be anticipated that 
with the use of E.D.P. the technique of 
“management by exception’’ will be 
more widely adopted. E.D.P. is par- 
ticularly suited to this procedure, since 
instructions can readily be incorporated 
in any programme to print out only such 
information as does not fall within 
prescribed tolerances and _ therefore 
requires management action. Thus in a 
hire-purchase application it would 
normally only be necessary to print out 
information in respect of balances which 
were overdue by a specified period. 

Where management policy in regard 
to any particular aspect of the business 
can be reduced to a set of rules which can 
be applied to a known range of circum- 
stances, E.D.P. can itself take routine 


ACCOUNTANCY DECEMBER 1959 


management decisions. A typical exam- 
ple is a stock control system under which 
the computer would be given minimum 
re-ordering levels and the amount of the 
normal replenishment order, and would 
be programmed to print out, whenever a 
stock balance falls below the minimum 
level, the appropriate replenishment 
order. As a refinement to this procedure 
it would also be possible, if considered 
desirable, to programme the computer 
to determine the size of the replenish- 
ment order by reference to usages over a 
specified period. 

The installation of E.D.P. is a major 
step and, whatever the governing 
reasons may be, it is essential that proper 
consideration should be given to the 
matter before a decision is taken, and 
that the Board of directors and senior 
executives should be satisfied that the 
decision is right. 

In practice the method by which this 
is done varies considerably. Normally a 
committee of executives would be 
appointed to consider and report, but 
this task might be delegated to the 
executive responsible for organisation 
and methods (if this position has been 
created) or to the financial controller or 
chief accountant, assisted by senior 
members of their staff. The services of 
specialist professional advisers might 
also be obtained to assist the executives 
concerned. 

If it has been decided that there is a 
basis for the employment of E.D.P., the 
next step would be to consider and 
recommend the type of equipment most 
suitable. This is normally a more lengthy 
process, since the executives concerned 
have then to learn a great deal more 
about E.D.P., in the course of which 
they would find the various types of 
courses run by the manufacturers most 
helpful. 

The committee would also have to 
define fairly closely the applications for 
which E.D.P. would be required so that 
they and the manufacturers can deter- 
mine the nature and capacity of the 
equipment necessary. 


V. Preparation for E.D.P. 
A long period of training and prepara- 
tion is necessary before a company can 
be ready to adopt E.D.P., and this can 
be initiated as soon as a decision has 
been taken to proceed, without waiting 
for the order to be placed for the 
specific equipment. Such preparation 
will include the following: 
(a) deciding which application is to be 
adopted first; 
(b) selecting and training staff for systems 
study and programming; 
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(c) deciding what information is required 
and the revised procedures necessary to 
enable such information to be obtained. 
It will normally be necessary for this 
purpose to make a close study of the 
existing system so as to ensure that the 
necessary changes are reduced to a 
minimum; 

(d) drafting the necessary documents and 
instructions to bring about the modifica- 
tions to procedure necessary to produce 
the revised information required and to 
ensure the most efficient flow of relevant, 
accurate and legible information to the 
E.D.P. equipment. It would also be 
necessary to adopt a logical and uniform 
system of coding information throughout 
the organisation; 

(e) producing in appropriate form exact 
details of the future operational plan, 
bearing in mind the desirability of keeping 
computer operating time to a minimum; 
(f) selecting and training staff for 
operating the E.D.P. equipment; 

(g) arranging for the housing of the equip- 
ment and for meeting any requirements 
for cooling and voltage regulating equip- 
ment which may be necessary; 

(h) preparing and testing the programme. 


The form of the future operational 
plan referred to in (e) above will vary 
according to the temperament of the 
person producing it. Some people can 
best follow the procedure when it is 
shown in the form of flow charts and 
flow diagrams, whereas others prefer to 
write the operations down in sequence 
(“job specification’’). However it is done 
it is essential that the whole procedure 
should be reduced to paper in either of 
the forms mentioned. Even where the 
specification” procedure is adopted, 
a broad over-all flow chart can be very 
helpful in enabling a quick appreciation 
of the procedure to be obtained in 
broad outline. 

The computer will do exactly what it 
is told—no more and no less—and it can 
select alternative procedures if told when 
to examine the possibility of alternatives, 
and how to select them. In preparing the 
programme — which comprises the 
manual of instructions to the computer 
—one has to bear in mind that one is 
dealing with an automaton which has 
not the faintest spark of intelligence and 
which can only respond to single in- 
structions in sequence. This is the reason 
why programming is such a lengthy and 
difficult business, although certain tech- 
niques have been developed whereby the 
computer itself can be told to repeat a 
series of instructions which form a 
regular pattern. 

The construction of programmes is a 
specialised subject for which whole-time 
training is required for periods of three 
months or more. It is not until one con- 
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siders the problem of preparing a 
programme that one realises how much 
detailed initiative one can rightly assume 
even the least intelligent clerk will 
exercise when given a broad instruction, 
but which one cannot expect from the 
computer. 

It is normally undesirable to be too 
ambitious in one’s first applications in 
E.D.P. There are, on the surface, very 
good reasons when one is planning an 
application to look ahead to future 
applications and endeavour to include 
requirements in anticipation of such 
future applications—all designed to 
facilitate a future complete integration of 
accounts. In practice, with inexperienced 
staff and with an entirely new method of 
accounting, the initial application will be 
difficult enough without trying to pro- 
vide for all the refinements that might be 
desirable in the future. It is often thought 
preferable, therefore, to deal with initial 
applications on their merits, and to defer 
to a later stage consideration of the 
additional steps which would be desir- 
able to facilitate complete integration. It 
is also preferable to process information 
in stages by a number of relatively simple 
programmes rather than to endeavour 
to achieve too much in one intensely 
intricate programme. 

I think I should add that in the pre- 
paration stage it is normal that there 
should be regular discussions -with the 
manufacturers. On detailed investigation 
it may be found that the procedure 
originally envisaged for the first appli- 
cation requires to be modified, and this 
may well entail some modification to 
the equipment. Both user and manu- 
facturer benefit from close co-operation 
at this stage, since such co-operation 
should reduce initial running-in prob- 
lems to a minimum. 

There is one further matter which I 
should mention at this point. Whilst the 
preparation period may be difficult and 
arduous, the cost of it should not be 
debited wholly against E.D.P. In so far 
as the proposed introduction of E.D.P. 
entails an exhaustive and critical exam- 
ination of the existing system—one 
could justly call it an agonising re- 
appraisal—and such an examination is 
followed by modifications to improve 
the system, benefits will arise which 
could have been obtained whether or not 
it was to be followed by E.D.P. There 
are many businesses not contemplating 
E.D.P. which could profitably carry out 
such an examination. 


‘VI. System of internal control 
At the preparation stage and before 


the detailed programming is completed, 
it will be necessary to consider the whole 
system of internal control relating to the 
particular application to be adopted and 
to ensure that adequate checks and safe- 
guards are available against fraud and 
error. 

The consequence of errors going 
undetected in an E.D.P. installation 
could be so serious that a company does 
not normally require any pressure from 
the auditors to incorporate adequate 
checks. 

At the stage where the proposed 
system of checks is to be considered and 
agreed, it is in my view essential, in order 
to avoid possible difficulties at a later 
stage, that the auditor should be con- 
sulted. There will be no conflict of 
interests at this stage since those of the 
company and the auditor are identical— 
that the system of checks should be 
adequate. The only differences which 
could arise would be as to the nature and 
scope of the checks required. 

There is a large variety of checks 
available in an E.D.P. installation, 
normally so many that the main diffi- 
culty will probably be in determining 
the right balance of checks having 
regard to their cost in computer er 
clerical time. 

The company may tend to prefer 
those checks within the computer which 
involve the smallest usage of effective 
computer time, whereas the auditor may 
have a natural leaning to external 
checks which correspond more closely 
to the types of checks available in other 
forms of mechanised systems. 

The main features of the system of 
internal control, and of the types of 
checks available, may be summarised as 
follows: 

(1) before the E.D.P. equipment is put 

into operation there will be a period in 

which the programme will be tested in 
detail and the results compared with in- 
formation produced by existing methods: 
the equipment will become operational 
only when it is considered to be properly 
programmed to do the job and after 
the various kinds of checks designed to 
detect and locate errors have been 
thoroughly tested. Despite this it is almost 
inevitable that in carrying out the first 
application stoppages and errors will arise 
for reasons not envisaged in the prepara- 
tion stage. 

It is most desirable, therefore, that the 
existing system should continue to operate 
in the initial period of operation of 


E.D.P., so that stoppages and errors - 


arising in the running-in period of E.D.P. 
should not dislocate the normal working 
of the business and so that the causes of 
such stoppages and errors can readily be 
identified and eliminated. After a time it 
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will normally be found that the differences 
between the results are due entirely to 
errors in the existing method, which can 
then be discontinued; 

(2) there should be proper control over 
programmes and stored information to 
ensure that they are not tampered with, 
substituted, lost or destroyed. It is a 
matter for consideration according to the 
circumstances of each case as to who 
should exercise this control—it may be 
the chief accountant or the head of the 
O & M division, but it should not nor- 
mally be the programming section. It is 
not easy to alter programmes and stored 
information, having regard to the form in 
which they are held, and very extensive 
collusion with other members of the 
staff would almost certainly be necessary 
to perpetrate a successful fraud; the 
possibility, however remote, is one which 
should, nevertheless, be guarded against; 
(3) programmers should have no access to 
financial accounting and control records 
and should, where practicable, be located 
away from the staff dealing with such 
records; 

(4) records should be kept of the times 
during which the E.D.P. equipment 
operates, the work being undertaken, 
stoppages and idle time and the reasons 
therefor; 

(5) in applications including the mainten- 
ance of debtors’ or creditors’ accounts, 
control accounts would normally be 
maintained outside the computer. Whilst 
certain of the entries in such control 
accounts may be obtained by pre-listing— 
such as totals of cash received—others 
may be originated by the computer, 
including the totals of the sales to 
customers in applications where sales 
invoices are prepared by the computer. 

In other applications it would normally 
be appropriate to keep external control 
records to enable an independent check 
to be exercised on certain totals produced 
by the computer. 

It is of course essential that the per- 
sonnel operating the computer should 
have no access to the control accounts: 
(6) all input media prepared from original 
documents, whatever form it may take, 
should be independently verified before 
entering the computer. In certain projected 
applications input will be taken directly 
into the computer from original docu- 
ments. In such cases, no separate prepara- 
tion of input media would arise and this 
would of course obviate a separate 
verification ; 

(7) programmes must contain adequate 
safeguards against errors. 


Included in the types of checks available 
are the following: 


(a) Comparisons of totals 

Where the same input is used to 
produce various types of information, 
the agreement or reconciliation of the 
various totals represents in itself a 
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limited check on the accuracy of the 
computer. Thus in a payroll application 
the computer can produce under one 
programme: 

(i) the worker’s pay slip; 

(ii) an analysis of the total net wages 

payable into the correct denominations 

of notes and coins; 

(iii) an analysis of the insurance stamps 

required in categories; 

(iv) analyses or totals of other deductions; 

(v) an analysis of the gross wages for the 

purposes of charging the appropriate cost 

accounts; 

(vi) a reconciliation of (ii) to (v) above. 

It should, however, be borne in mind 
that the agreement of totals is effective 
only so far as it goes. Thus it cannot be a 
check on incorrect input nor on the 
basic calculations, but merely ensures 
that the actual process of analysis and 
summarisation has been carried out 
accurately. 


(b) Feasibility check 

The normal intelligent clerk is expected 
to question any item which appears to 
him to be absurd or improbable. The 
computer can be programmed to do the 
same. Thus in a payroll application a 
figure can be determined for weekly gross 
wages above which the computer would 
reject a wages calculation as not being 
feasible; a negative answer would also 
be rejected. This check represents a 
check on both incorrect input and in- 
correct calculations. Normally the com- 
puter would continue operating, leaving 
the case rejected to be dealt with outside 
the computer by clerical means. 

The same principle will apply in any 
application and can if required be 
applied to more than one factor. Thus 
in the above case, it could, if thought 
desirable, be applied to ensure that any 
piecework rate above a specified figure 
is also rejected. 

There may be a range of answers 
which are feasible but unlikely. The 
computer can be programmed to process 
these in the ordinary way but to print 
out a note which would indicate that 
special examination should be made of a 
particular item to ensure that it is 
correct. 


(c) Input checks 
The programme may provide: 


- (i) that input is only accepted if for each 

item of information there are the appro- 
priate number of characters; 
(ii) that certain identifying details are 
within a specified range, are in sequence, 
and are not duplicated—thus in a payroll 
application the computer might apply this 
test to the clock numbers. 
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(d) Other routine checks 

The computer can be programmed to 
check each calculation it makes by 
following the same or different steps. 
This increases the time required and, in 
certain cases, having regard to other 
checks available, it may not be con- 
sidered necessary to impose this check. 
There are also other built-in checks and 
programme checks for ensuring the 
accuracy of transfers of information 
within the computer system. 


(e) Periodic verification of stored 
information 

In most computer applications, there 
will be a substantial amount of stored 
information which is “up-dated”’ by the 
programme in accordance with current 
information. Such stored information 
should be printed out to the extent 
appropriate at suitable intervals and 
independently verified. 

In the case of a payroll application, 
the information to be printed out would 
include the man’s name, clock numbe1, 
rate of pay, standard deductions, etc., 
which would be checked in detail by the 
personnel department against their 
records. 

In the case of a hire-purchase or hire 
rental application, it would be appro- 
priate to print out accounts on a sample 
or test check basis and to verify these 
with the original documentation. 

I should mention at this point that it 
is a normal precaution to retain a copy 
of the stored information brought 
forward, until it is known that the up- 
dated information to be stored at the 
end of the next processing period is 
satisfactory. This obviates the danger of 
completely losing the stored information 
if a breakdown in system should occur, 
since it would then only be necessary to 
re-process for the current period. 


VII. The auditor and E.D.P. 
The scope of detail checking which an 
auditor considers it necessary to perform 
is very largely determined by the effi- 
ciency of the system of internal control. 
In large-scale organisations, with the 
greater opportunities for sub-division of 
accounting responsibilities and the 
necessity for a high degree of organisa- 
tion, the system of internal control is 
usually such that the auditor can 
restrict his audit of routine transactions 
to a series of test checks designed to 
ensure that the system is being operated 
efficiently and that no weaknesses have: 
developed. 

The same principle will apply with an 
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E.D.P. application, and it will normally 
be found that the meticulous prepara- 
tion required in connection with an 
E.D.P. application will result in a 
system of internal control much superior 
in its effectiveness to that previously in 
force. Existing systems of internal con- 
trol tend like Topsy to have “just 
grow’d,”’ whereas an E.D.P. system can 
only be introduced as the result of 
careful planning. E.D.P. therefore 
should make the auditor’s work easier 
rather than more difficult. 

One has only to instance in this con- 
nection the established fact that where 
initially E.D.P. operates at the same time 
as the existing system the differences 
which arise, after the teething troubles of 
E.D.P. have been dealt with, will be due 
almost entirely to errors in the existing 
system, which would otherwise have 
gone undetected. In any system involv- 
ing human processing, errors are bound 
to arise, and a proportion may still not 
be discovered after human checking; a 
very much greater degree of reliability 
can be anticipated from an E.D.P. 
system properly operated. 

The question which inevitably must 
arise in an auditor’s mind, when faced 
with an audit of accounts where E.D.P. 
is in force, is to what extent he cught to 
acquire technical knowledge about the 
way in which the computer operates, 
and the manner in which the programme 
is prepared. 

The auditor needs to appreciate very 
clearly the capabilities and the limi- 
tations of the equipment, but subject to 
this he does not require any detailed 
knowledge about how it functions or 
how to read a programme. I would 
anticipate that most auditors would not 
feel entirely happy without a basic 
knowledge of these matters; this know- 
ledge can be obtained in reasonably 
simple terms from books which are now 
available or from a short appreciation 
course. 

I think that a reasonable audit ap- 
proach is to regard E.D.P. equipment as 
just another accounting machine which, 
if instructed correctly and given the 
correct information, will produce the 
right answers subject only to the possi- 
bility of mechanical faults and inter- 
ference. The vital factor from the point 
of view of the auditor is that the com- 
puter cannot of its own free will make 
deliberate errors, and that any errors 
which do arise will be “random” 
errors. 

The auditor’s task is therefore to 
examine very carefully the system under 
which E.D.P. is to operate and to ensure 
that the points to which I have already 
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referred under “System of internal 
control”’ have been dealt with. 
In brief, the auditor’s task is to 
satisfy himself: 
(a) that the system is designed to ensure 
that the information supplied to the 
computer is correct; 
(6) that there are adequate safeguards 
against fraudulent interference with 
programmes and stored information and 
with the operation of the computer; 
(c) that the programme appropriate to the 
application contains adequate safeguards 
against errors and that there are adequate 
checks on the accuracy of the information 
produced. 


I comment briefly on these points as 
follows: 


(a) Accuracy of input 
Input for this purpose may be divided 
between: 

(i) information brought forward from the 

previous period which is normally held on 

magnetic film or tape, and 

(ii) current information. 

Information brought forward would 
normally be printed out periodically for 
test checking by the company’s officials, 
and the auditor can apply his own test 
checks to such information as printed 
out and may arrange a special print out 
for this purpose. 

So far as current information is con- 
cerned, the auditor should satisfy him- 
self that the system for introducing such 
information into the computer is sound 
and is being properly followed, and that 
input media prepared from original 
documents are independently verified. 


(b) Safeguards against computing errors 
and against interference 

The auditor must satisfy himself that 
the system is designed to ensure that 
errors cannot go undetected and that 
there will be no interference with the 
programme and input or with the 
operation of the computer. 

So far as errors are concerned, he 
should ensure that appropriate checks 
are included in the programme and 
ascertain that there is a proper system 
of recording errors and their causes and 
that appropriate action is taken to 
eliminate avoidable errors. 

He should also satisfy himself that 
there is a proper system of control over 
the use of the computer and over the 
custody of programmes and _ stored 
information. 


(c) Accuracy of programme and output 
I have already said that I do not think it 
necessary for the auditor to be able to 


prepare or read a computer programme. 
I say this for a number of reasons: 


(i) the auditor would need to devote a long 
time to acquiring the necessary skill; 
(ii) programming techniques differ for 
different computers. The auditor would 
therefore need special training for each 
type of computer with which he has to 
deal; 

(iii) unless he continually practises pro- 
gramming and keeps closely in touch with 
new programming devleopments he is 
certain to lose speed and efficiency; 

(iv) even if he does check the programme 
in detail, he cannot be certain that the 
programme he has checked is the one that 
is used; 

(v) there are more satisfactory ways of 
checking the accuracy of a programme. 


How then is the auditor to satisfy 
himself as to the programme? Basically 
by ensuring on a test check basis that it 
produces the correct answers. The 
normal procedure would be along the 
following lines: 


(a) the auditor would obtain the written 
or diagrammatic specification of the pro- 
gramme and ascertain what operations 
are to be performed, in order that he can 
appreciate the scope of the information to 
be produced; 

(6) he should satisfy himself as to the 
accuracy of the external control records 
maintained, and check the balances or 
totals against relevant totals of the detailed 
information produced by the computer; 
(c) he should satisfy himself on a test 
check basis that the detailed information 
produced is correct. In cases where the 
printed output is capable of being traced 
back to original records this is a simple 
matter. Thus in a payroll application the 
slip produced to be included in the 
employee’s pay packet can be checked 
against the information contained on his 
time, job or piecework card and as shown 
by the personnel records. In cases where 
the output cannot be directly verified 
with original documents, the auditor may 
consider it appropriate to attend and 
watch the processing of a sample batch of 
current data and compare the results 
with answers obtained by direct means. 
The data should preferably be sufficiently 
representative to test all aspects of the 
programme; 

(d) he should ascertain to what extent 
errors have arisen in the past, whether 
these arose from deficiencies in the pro- 
gramme and, if so, whether the appro- 
priate corrections have been made and 
tested. Such errors become more and 
more unlikely with the passage of time. 


My remarks so far have dealt only 
with the effect which E.D.P. may be 
expected to have on the audit of routine 
transactions dealt with by E.D.P. In 
general I would expect the auditor’s task 
to be simplified, having regard to the 
greater efficiency which I anticipate in 
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the system of internal control. 

One of the principal advantages which 
E.D.P. should bring to management is 
better information produced more 
quickly. This will apply not only to 
information required for day-to-day 
management purposes but also to that 
required for the purpose of the financial 
accounts. 

Thus in an E.D.P. application which 
incorporates the maintenance of debtors’ 
accounts it would be reasonable to 
expect at the balance sheet date that the 
debts would be suitably aged and that all 
debts more than a certain age should be 
separately listed. 

It is to be anticipated that a much 
tighter control on overdue accounts 
would be kept, and that it would be 
easier to present the auditor with satis- 
factory details of any necessary provision 
for doubtful debts. 

In an E.D.P. application covering 
stock control, provision would normally 
be made in the programme for identify- 
ing slow-moving and redundant stocks 
on a more accurate basis than is usually 
practicable, so as to enable necessary 
provisions to be made against such 
stocks. 


VIII. The future = 

As I have indicated earlier, the applica- 
tion of E.D.P. to accounting in the 
United Kingdom has become effective 
only recently and in only a relatively few 
large-scale undertakings. There is ac- 
cordingly as yet very little practical audit 
experience of E.D.P. systems. 

The pace of development of E.D.P. 
has been very rapid, and technical im- 
provements are being continually an- 
nounced, all designed to increase 
efficiency. 

The problems of matching the elec- 
tronic speed of the computer with the 
slower speeds of its input and output 
equipment are being solved, and the 
computer itself, from being a sensitive 
and bulky instrument requiring sub- 
stantial maintenance time, is being 
reduced to a relatively small, compact 
and sturdy unit with a high degree of 
efficiency and reliability. 

I have no doubt that the scope for the 
commercial use of E.D.P. is much wider 
than was envisaged at its inception. In 
my view the need for E.D.P. will not 
primarily be to cheapen and speed up 
the production of existing accounting 
information, but to provide vital infor- 
mation quickly through the medium of 
a fully integrated system of accounting 
and to lift from the shoulders of manage- 
ment the burden of a wide range of 
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“Thermo-Fax” all-dry copiers 


help to save 


office time and money 


STATEMENTS You need never type a statement again! A copy 
of your own completed ledger card takes just 4 seconds on a 
THERMO-FAX All-dry Copier—addressed and ready for the mail. 


SHORT NOTE REPLIES Much internal correspondence 
needs only a short written comment in reply. Write the comment on 
the original letter, take a copy on the THERMO-FAX All-dry Copier 


“and use it as your reply! 


ADDRESSING Special THERMO-FAX copy paper—already 
gummed and perforated—makes 39 ready-to-use labels from your 
master list, in 4 seconds. Only one typing—used again and again. 


REPORTS Copies of multi-page reports are no !onger a big 
copy-typing problem. At just 4 seconds per page the THERMO-FAX 
All-dry Copier makes short work of the longest report. 


LETTERS Quick, extra copies of letters for all who need them 
speed office work. The THERMO-FAX All-dry Copier uses no 
chemicals, no negatives. Saves copy-typing and expense, and copies 
are always accurate. 


ROUGHS AND PROOFS Keep the original in your master 
file. Let the THERMO-FAX All-dry Copier provide crisp, clear copies 
for interested departments immediately. 


INCOMING ORDERS Send the original order to the depart- 
ment concerned but also send copies ahead for credit checking and 
invoicing. All paper work completed by despatch time with a 
THERMO-FAX All-dry Copier! 


PRICE L1ISTSand Sales Information. The very latest information 
goes out to the Sales force immediately when there’s a THERMO-FAX 
All-dry Copier in the office. Keep everyone up to date at low cost! 


BILLS OF QUANTITY Send perfectly dry clean copies of 
relevant work to sub-contractors—by 4 second copying with the 
THERMO-FAX All-dry Copier. No chance of transcription errors, 
and your quotations are dispatched and received faster. 


ACCOUNTING Balance sheets up to 14 inches wide can be 
copied with accuracy in 6 seconds with the THERMO-FAX Brief Model 
All-dry Copier. You can copy just relevant figures if you wish. 


| 
| 
{ 
4, 
| 
9 


WAYS 


Look around any business — your business — and you will find many jobs that 
could be improved, in speed and efficiency, while reducing costs, with the help 
of the versatile THERMO-FAX All-dry Copier. The THERMO-FAX All-dry Copier is 
unique among copying machines. It uses no negatives and no messy chemicals. 
It is as clean and simple to use as a telephone. It provides clear, ready-to-use 
copies in just 4 seconds, from start to finish. . 

The Copying Products Division of 3M have 
world-wide experience of the many up-to- 
date methods of speeding office work and 
cutting costs through the THERMO-FAX All-dry 
Copiers. Why not draw upon this experience 
—itcan be yours freely and without obligation 
if you will write or return the coupon below. 


THERMO-FAX All-dry Copiers are available in two sizes :— 


REGD. TRADE MARK 


ALL-DRY COPIERS 


Only Thermo-Fax All-dry Copiers 
do so many jobs for such low cost! 


\\ 


” 
—for copies up to 9” wide Srertary BRIEF Model—tor copies up to 14” wide 


Please send us further information about the THERMO-FAX “Secretary” All-dry Copiers. 


Post to: COPYING PRODUCTS, MINNESOTA MINING & MANUFACTURING CO. LTD. ony Oe 
3M HOUSE, WIGMORE STREET, LONDON W1. (HUNTER 5522) 3M 
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routine decisions which can be reduced 
to a set of rules and which can then be 
interpreted speedily, accurately and 
untiringly by the computer. I have 
referred briefly to the routine stock 
control and re-ordering procedure which 
can be carried out by a computer. At 
least one system is already being devised 
whereby all the routine action arising 
from each day’s orders from customers 
will be undertaken by E.D.P., including 
the preparation of despatch notes and 
invoices, the maintenance of customers’ 
accounts, the adjustment of stock records 
and the placing of replenishment orders. 
It is not a far step to extend such a 
system to the planning and progressing 
of the factory production required to 
maintain stocks at appropriate levels. 

Coupled with improvements in the 
design of E.D.P. equipment are pro- 
jected developments for improvements 
in the technique of operating such 
equipment. The development of which 
one is most conscious at the present time 
is that of enabling information to be fed 
into the computer direct from original 
documents without the necessity to 
prepare and verify special input media. 
This will inevitably call for more stan- 
dardisation of original documents— 
possibly the first which will be affected 
will be the cheque. 

With wider experience of the use of 
computers and the attainment of 
reasonably stable standards of design 
and performance, it can be expected that 
the initial difficulties of installing E.D.P. 
will be considerably reduced and that 
increasing use will be made of service 
bureaux which smaller businesses can 
use on a service fee basis. 

In the case of similar businesses 
within an industry, trade or profession, 
there is obvious scope for the adoption 
of standard procedures and programmes 
whereby an individual business can 
obtain the benefits of E.D.P. on a service 
fee basis by reorganising its existing 
methods to enable the appropriate input 
media to be sent to the central service 
bureau. 

I feel, therefore, that in due course a 
wide range of businesses will find it 
beneficial to employ E.D.P. At the same 
time there will still be many businesses 
where other types of mechanised ac- 
counting can be more profitably em- 
ployed, and there will also be many 
cases where E.D.P. will work in con- 
junction with existing mechanised 
systems. 

In the initial period of E.D.P., 1 feel 
fairly sure that the industrial accoun- 
tant and the auditor will have little 
difficulty in agreeing the scope of the 


checks which should be imposed both 
inside and outside the computer to 
ensure that errois cannot go undetected. 
The consequences of error fall first on 
the industrial accountant, and I would 
expect him to be very careful to see that 
these will not arise. 

At a later period, when confidence 
has been gained in the equipment, and 
when perhaps the question of finding 
more operating time on the computer 
becomes pressing, there will undoubtedly 
be a tendency to review the existing 
checks and consider to what extent 
those which involve material loss of 
operating time can be removed. Simi- 
larly, if in practice it is found that certain 
of the control accounts maintained 
outside the computer never operate to 
reveal any differences, there will in- 
evitably be a move to streamline the 
E.D.P. system to remove what may be 
considered to be unnecessary safeguards. 

At this stage the auditor himself, 
however, will also have had a reasonable 
working experience of E.D.P., and I 
would not expect him to experience any 
difficulty in considering and agreeing 
possible modifications to the system. 

The point I wish to make is that, as 
with any audit, the auditor must, in 
practice, treat each case on its merits. In 
general he should find the system of 
internal control better than that which 
would normally obtain where E.D.P. is 
not employed. There is, however, an 
optimum point in all systems beyond 
which the cost of further control or 
accuracy is greater than the additional 
benefit obtained, just as in a stores 
control system one would not normally 
think it profitable to keep elaborate 
records in order to control stocks of 
nuts and bolts. In an E.D.P. system 
this optimum point is higher than in a 
normal system, but perfection may still 


be too expensive. The cost of a check to’ 


eliminate the possibility of an unim- 
portant error may still be too high, even 
with E.D.P. 

There has been a certain amount of 
speculation as to the changes which 
E.D.P. is likely to bring to the account- 
ing records of a business. In so far as 
E.D.P. is applied wholly to subsidiary 
routine accounting processes, such as the 
preparation of the payroll, sales and 
other statistics, or to such applications 
as stock control or production plan- 
ning, the normal financial records 
would continue to be kept. 

With the development of E.D.P. it is 
certain that in an increasing number of 
cases the maintenance of debtors’ 
accounts will be inc:uded in a compre- 
hensive E.D.P. application. Where such 
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accounts represent isolated transactions 
such as sales on extended credit or hire- 
purchase terms, there would appear to 
be no reason to print out such accounts 
in detail and the programme would only 
provide for printing out periodically 
details of any overdue balances. In such 
an application, however, suitable total 
accounts would normally be maintained 
in visible form outside the computer. 
Where, however, debtors’ accounts re- 
present a continuing series of transac- 
tions with regular customers of the busi- 
ness, it would usually be found necessary 
to send periodical statements of account 
to such debtors; in such cases a copy of 
the statement would be kept and would 
constitute the visual record of the 
debtor’s account. It is probable however 
that the creditors’ ledger will be dis- 
pensed with, as is the case under many 
existing systems. 

Even in a fully integrated system of 
accounting operated by E.D.P., I 
envisage that there will exist in visible 
form all the information which the 
auditor can reasonably require to 
support the annual accounts, although 
such information may to a large extent 
have been produced and printed out by 
the computer. 

A question which could arise is 
whether, in certain cases, the auditor 
will be able to report pursuant to the 
Ninth Schedule of the Companies Act, 
1948, that “proper books of account”’ 
have been kept. I do not think that the 
visible records which will be available in 
even the most advanced forms of E.D.P. 
will be inferior to those available under 
existing systems, but I think that when 
the Companies Act is next amended the 
phrase “accounting records” could well 
be substituted for “books of account.” 

E.D.P. will, I think, encourage the 
trend for the audit of a large-scale 
business to be directed more to the 
auditor’s statutory duties under the 
Companies Act, 1948, than to his 
contractual or common law responsi- 
bilities in regard to the detection of 
fraud and defalcations. It is becoming 
more widely recognised that the res- 
ponsibility for preventing the possibility 
of fraud and defalcations lies with 
management, and that in the large-scale 
concern the system of internal control 
should be such that neither the company 
nor the auditor would consider it 
necessary or reasonable for the auditor 
to carry out any extensive detail check- 
ing: on this basis he could not be 
expected to detect minor frauds and 
defalcations, but would report on 
weaknesses in internal check which 
might facilitate losses from these causes. 
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Taxation 


Profits Tax—-Groups of Companies 


WHERE A COMPANY (the word is used here to include any 
body corporate) resident in the United Kingdom(U.K.)is a 
subsidiary of another company so resident (the principal 
company), the latter may give written notice to the 
Commissioners of Inland Revenue (C.I.R.) (through the 
Inspector of Taxes, of course) requiring the profits or 
losses arising in any chargeable accounting period 
(C.A.P.) from the business of the subsidiary company to 
be treated as those of the principal for profits tax. For 
this purpose, where the accounting dates differ, the C.I.R. 
determine which C.A.P. of the subsidiary is to be deemed 
to correspond to the C.A.P. of the principal company. 

The notice has to be given within six months after the 
end of the C.A.P. for which it is first to operate, or such 
longer time as the C.I.R. may in any case allow. A notice 
once given has effect for all future C.A.P.’s, but could 
have been withdrawn in 1947 or 1958 by notice within 
the six months following the passing of the Finance Act. 

A principal company cannot give notice in respect of a 
subsidiary if a notice in respect of the latter by another 
principal company is in force or that subsidiary has given 
a notice still in force as regards a subsidiary of itself. If, 
however, a subsidiary has given notice as regards a 
subsidiary of itself and both are subsidiaries of a third 
company, the latter may give notice as regards both but 
not one only. 

A grouping notice cannot be given unless each of the 
companies is carrying on a trade or business or was so 
engaged at the beginning of the first C.A.P. affected by 
the notice. A valid notice ceases to be effective if either 
company ceases to be resident in the U.K. or has a 
surtax direction in respect of the whole of its profits. It 
must be remembered that where the functions of a com- 
pany consist wholly or mainly in the holding of invest- 
ments or other property, the holding of such investments 
or other property is deemed to be a business carried on by 
the company. 

A subsidiary company for these purposes is one in 
which the principal company beneficially owns, either 
directly or through another or other companies, not less 
than 75 per cent. of the Ordinary share capital (O.S. Cap) 
(as specially defined for profits tax purposes). 

In the case of sub-subsidiary companies it is necessary 
to find the indirect holding by multiplying the fraction 
which the first holds in the second by the fraction which 
the second holds in the third, and so on, then adding 
together the direct and indirect holdings. 


Illustrations: 
(1) Acompany owns 100 per cent. of the O.S. Cap. of B Company 
B company owns 100 per cent. of the O.S. Cap. of C Company 
C company owns 100 per cent. of the O.S. Cap. of D Company 

A is the principal of B, C, and D, B is the principal of C and D, 
and C is the principal of D. 

A, B or C could give notice to group its subsidiaries, but if B 
had given notice to group with C or D, A could not give notice to 
group with B or C or D unless it gave notice to group all the 
companies already grouped. Similarly down the chain. 

(2) A company holds 92 per cent. of the O.S. Cap. of B Company 

B company holds 90 per cent. of the O.S. Cap. of C Company 
C company holds 100 per cent. of the O.S. Cap. of D Company 
D company holds 90 per cent. of the O.S. Cap. of E Company 
E company holds 80 per cent. of the O.S. Cap. of F Company 

A Company is deemed to hold 

92 x 90=82.8 per cent. of the O.S. Cap. of C Company 

92 x 90 x 100=82.8 per cent. of the O.S. Cap. of D Company 

82.8 x 90 =74.52 per cent. of the O.S. Cap. of E Company 

74.52 x 80=59.616 per cent. of the O.S. Cap. of F Company 

B Company is deemed to hold 90 per cent. of the O.S. Cap. of 
C Company and 

90 x 100=90 per cent. of the O.S. Cap. of D Company 
90 x 80= 72 per cent. of the O.S. Cap. of E Company 
and so on. 

If A also held 5 per cent. of the O.S. Cap. of E directly, E would 
be its subsidiary (just as B, C and D would be) because the holding 
would be 74.52+5.00=79.52 per cent. in all. A would then own 
(74.52 +-5) x 80 per cent. = 63.61 per cent. in F, so that F would still 
not be A’s subsidiary. 


Where any annual payments, royalty or rent are paid by 
a company resident or carrying on business in the U.K. 
to another company, whether so resident or carrying on 
business or not, and one company is the subsidiary of the 
other or both companies are subsidiaries of a third com- 
pany, then (a) no deduction is allowed for the payment in 
computing the profits of the paying company; and (4) 
if the payment is made while a grouping notice applies to 
both companies, or the payment has to be treated as part 
of the gross relevant distributions of any C.A.P. as 
representing a payment to directors of a director-con- 
trolled company, it is not to be included in the profits of 
the recipient company. 

Prior to April, 1958, the above restrictions on annual 
payments could be avoided by a joint election by the 
companies to that effect if the recipient was resident in 
the U.K. 

Any payment disallowed under (a) above which had to 
be taken into the profits of the recipient company for a 
C.A.P. before April, 1958, attracted relief from profits 
tax at 3 per cent. (prior to April, 1956, 24 per cent.) of the 
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ACCOUNTANCY 


amount of the payment or of the recipient’s chargeable. 
profits for the period, whichever was the lesser amount. 
Now that} the two-tier rate of profits tax no longer 
applies, grouping is usually desirable only where losses 
are expected to arise regularly in one company. Profits 
and losses are calculated under the usual rules before 
their amalgajnation: for example, the maximum directors’ 
remuneratiom is calculated separately for each company. 
Illustrations: 
£ 
40,000 Subsidiary profit 


(1) Parent company profit 


Separate liabilities: 
Parent £40,000 at 
10 pe#cent. , 
Subsidiary 8,000 
£4,000 
Abatement — 
5 800 


£ 
8,000 
4,000 


7,200 at 10 per cent. 


Separate 


WHERE SEPARATE ASSESSMENT is Claimed, the earned income 
relief is apportioned in the ratio of the earned incomes of 
the spouses; small income or age relief in proportion to 
their total incomes; the allowances for dependent rela- 
tives, for a daughter’s services and for a child maintained 
by the claimant (other than a child of either spouse) are 
given to the spouse maintaining the relative; and life 
assurance relief to the spouse paying the premiums. All 
other allowances—that is, personal and additional 
personal and for a child of either (or both) spouses; 
housekeeper looking after children because of the wife 
being incapacitated ; and reduced rate reliefs—are divided 
between the spouses in proportion to the amount of tax 
which would have been payable by them respectively if 
the only personal reliefs allowable had been the earned 
income or old age reliefs. 

It will be seen, therefore, that there can be no question 
of total income coming into the apportionment except in 
the case of small income and age reliefs. 
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If amalgamated 48,000 at 10 per cent. 


(2) Parent company profit 
Subsidiary loss 
Separate liabilities 
£3,000 
Abatement 


Parent 9,000 


5 600 


8,400 at 10 per cent. 


840 
Subsidiary NIL 
If amalgamated 9,000 
—3,000 
6,000 

£6,000 

Abatement 

5 1,200 


4,800 at 10 percent. 480 


Prior to April, 1958, it often “paid’’ to group because 
of the incidence of distributions. 


Assessment of Husband and Wife 


Illustration 


Earned income relief (E.I.R.) 2/9ths 
of £4,005+1/9th of £495—£945 


Unearned income, les. national in- 


surance contributiois 


Amount of tax (at 7s. 9d.) which 
would have been payable if earned 


income relief were the only relief 
available . £1,646 17 6 £823 8 9 


The last amounts give the ratio in which the reliefs 
mentioned in the second half of our opening paragraph 
must be apportioned, but it is easier to look at the ratio 
4,250 : 2,125. Strictly, all allowances are given in terms 
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Illustration of strict method: 


Tax as above 
Tax on: 
Dependant kept by wife, £60 at 7s. 9a 3 
Adopted child, aged 13, kept by husband, £125 at 1s. “Od. 


Personal allowance (P.A.) 

Additional personal allowance (A. P.A. ) ‘ 

Children of marriage, aged 13 and 17 (at school) (Ch. A. ). 
Child of husband by former marriage (still at university) 


£805 at 7s. 9d., £311 18s. 9d. 1646°875 : 823-4375 


Life assurance relief (L.A.R.) 
Premiums paid by husband, £200—£80 at 7s. 9d. 
Premiums paid by wife, £60—£24 at 7s. 9d. 


Deduct reduced rate reliefs: 


£60 at 6s. Od.; £150 at 3s. 6d.; £150 at Is. 6d.=£55 10s. Od. each 


1646°875 : 823° 4375 


It is customary, however, to work as follows: 


Income, less E.I.R. 
Dependant 
Adopted child 


PA. 
A.P.A. 

Ch. A. 
4,250 : 2,125 


L.A.R. 


(In practice the fractions would be taken to nearest £, but they are used here to reconcile the tax payable.) 


Reduced rates 2 x £360 (tax 2 x £84) 
4,250 : 2,125 
at 7s. 9d. 


of tax, but it is easier to deduct them before calculating 
the tax liability. 

It seems that maintenance relief under Schedule A 
would be deductible in arriving at the amounts which are 
the basis of apportionment, as it relates to a specific item 
of income, in the same way as capital allowances are 
deductible in Schedule D assessments or against specific 
income, but annual payments, including bank interest, 
building society interest and Agricultural Mortgage 
Corporation interest, do not affect the apportionment, as 
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Husband Wife 
£s. d. £ ad £ s. d. 
1,646 17 6 823 8 9 
<“ 23 5 0 
oe 48 8 9 
£ 
240 
140 
275 
150 
805 
207 19 2 103 19 7 
31 0 0 
9 60 
287 7 11 136 10 7 
1,359 9 7 686 18 2 
74 0 0 37 0 O 
1,285 9 7 649 18 2 
Husband Wife 
£ £ £ £ £ 
4,250 2,125 
60 
125 
£ 
240 
140 
425 
805 536% 2684 
80 24 
741% 3524 
3,5084 1,7723 
Husband Wife 
480 112 0 0 240 56 0 0 
3,028} 9 7 1,532% 593 18 2 
1,285 9 7 649 18 2 


they do not reduce the tax which “‘would have been pay- 
able” if earned income relief alone were available. Capital 
allowances set off against other income as a result of a 
claim under Section 324 seem to be deductible, however, 
since they can be set off against the income before charg- 
ing tax. But the point may not be free from doubt. 

All that we have said applies to income tax. For surtax, 
the allowances that are apportionable have to be appor- 
tioned on the basis of the respective total incomes of the 
spouses. 
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L.V. TIME 


... TO IMPROVE WORKING EFFICIENCY 


* choose from dozens of nearby restaurants 
and cafes—and change as often as they wish; 
* eat well, keep happy and work the better 


It is now a proved fact that people work harder, 
longer and more efficiently if they get a good 
meal inside them at mid-day. LUNCHEON VOUCHERS 
ensure that they do get it—even if employers for it. 
cannot provide canteen facilities. LUNCHEON voucuers make all the difference to staff 
For with our LUNCHEON voucHeERS, your staff can welfare and working efficiency. 
* eat the right kind of food at the right time; And L.V. Luncheon Vouchers are often the tax- 
* relax, too, by eating away from their place of ree inducement which attracts new personnel. 

wo rk ; nly, 


Yes, it’s in your interests to 


ASK ABOUT THIS WELFARE SERVICE “ny o 


Lumcheom Wouchers Luirmited 
Tel: REGent 5711 


SAXONE HOUSE, 74a REGENT STREET, LONDON, W.1 
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Estate Duties 


Investment 
Trust 


Limited 


67’ 9 
EDITH 
purchases and holds minority share- 
holdings in private companies and small 
public companies where shareholders 


have to make provision for Estate Duty 
and do not wish to lose control 


The booklet 
‘The Death Duty Problem’ 
will be sent on request to the Trust 


7 Drapers’ Gardens, London, EC2 
Telephone: National 0251 


Secretaries and Managers 


Industrial and Commercial Finance 
Corporation Limited 


Branches in Birmingham, Leicester, 
Manchester, Leeds, and in Edinburgh 


RAP 


ID 
YOUR ,SUCCESS 
IS ASSURED 


If you study by means of R.R.C. ‘‘no text-book”’ 
courses. 


Complete inexpensive tuition by qualified tutors, 
with clear-cut guarantee, for al the princi 
Accountancy and Secretarial Examinations. Also 
for Law (Bar, LL.B.), Local Government, Banking, 
Insurance, Civil Service, G.C.E., etc. 


OVER 60,000 POST- 
WAR SUCCESSES 


Write to-day, aa particular interest, 
to The Principal, 


THE RAPID RESULTS COLLEGE 
3 TUITION HOUSE, LONDON, S.W.19 
or call at 235, Grand Bulldin by Square, London, 


W.C.2 (WHI 8877), or Midland Bank House, 26 Cross 
Street Manchester 2 (BLA. 9515). 


FAMILY WELFARE ASSOCIATION 


OFFERS A UNIQUE SERVICE TO 


ACCOUNTANTS — TRUSTEES 
AND OTHER OFFICIAL AND PRIVATE PERSONS 
INTERESTED IN THE MAKING AND EXECUTION 
OF 
LEGACIES AND CHARITABLE BEQUESTS 
te Free advice as to the status and financial 
position of charitable Organisations. 


% Information regarding Charities affected, and 
not affected by Act of Parliament. 


%& Help and advice as to the needs of Charities 
for those making gifts or bequests. 
FOR 86 YEARS THIS HAS BEEN PART OF THE 
SERVICE PROVIDED BY THE ASSOCIATION 


PAMILY WELFARE ASSOCIATION 


296 VAUXHALL BRIDGE ROAD 
LONDON, S.W.! 


VICTORIA 7334 
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Taxation Notes 


Dividend Vouchers for 1959/60 
It is opportune to remind those 
listing dividend vouchers for 1959/60 
that Ordinary dividends paid in the 
first few weeks of the year of assess- 
ment may show a tax deduction at 
8s. 6d. in the £. In such cases, the net 
amount must be grossed up by 
reference to a tax deduction of 7s. 9d. 
in the £ in order to arrive at the true 
gross for 1959/60. Thus a dividend 
paid on April 10, 1959, of £50 less 
tax at 8s. 6d (£21 5s. Od) that is, 
£28 15s. Od. net, must be returned as 
£46 18s. 9d. gross (tax £18 3s. 9d.). 
If the voucher showed a net United 
‘Kingdom rate of 7s. Od. (8s. 6d. less 
Is. 6d.), the net U.K. rate would 
become 6s. 3d. (i.e. 7s. 9d. less 
Is. 6d.). 

The same rules apply to the 
fluctuating portion of a participating 
Preference dividend, thus: 


Dividend paid on April 10, 

1959, on a participating 

Preference share: 

Fixed rate 6 per cent. .. 60 0 0 

Participating rate 4 pe 
cent. .. 40 0 0 
100 0 

Less: Income tax at 
8s. 6d. 42 10 0 
57 10 O 


Amount to be in- 
cluded in the 
recipient’s in- 


come: 
Fixed portion 60 0 0 
Fluctuating 
portion .. 40 0 0 
Less: Tax at 
.. 7.4 6 
23 0 0 
Grossed at 
7s.9d. .. 1411 0 
37 11 O 
97 11 O 


The over-deduction from the fixed 
portion (£60 x 9d.—£2 5s. Od.) may 
be adjusted when paying the next 


dividend on the shares, if within a 
year from the passing of the Finance 
Act, 1959 (July 29, 1959); otherwise 
it ought to be refunded to the 
member (Sections 185 (2), 494, 493, 
494, Income Tax Act, 1952). 

The true gross of Ordinary divi- 
dends in such cases can be found 
nearly enough for practical purposes 
by deducting 64 per cent. from the 
gross amount. For example: 


Gross amount 200 0 O 
Tax at 8s. 6d. 85 0 
115 0 0 
Gross at 7s. 9d. .. 
187 15 1 


£200 —6} per cent. of £200 18715 


Time Limits 

It is important to remember the 
increase in many time limits provided 
by the Finance Act, 1958. In general 
six years is allowed for most claims, 
but this is reduced to two in the 
cases of loss claims under Section 
341 (including Section 15, Finance 
Act, 1953). The claim for treatment 
on a continuing basis on a change in 
partners, however, remains at twelve 
months from the date of the change. 


Domicile 

The Private International Law Com- 
mittee has been asked by the Lord 
Chancellor to consider again the 
question of domicile. The Committee 
had, in 1954, published a report on 
this matter. Domicile has recently 
been a subject of public attention as a 
result of two Bills introduced into 
Parliament which failed to become 
law. It may be recalled that the 
second Bill, to which reference was 
made on page 85 of ACCOUNTANCY 
for February, 1959, was finally 
rejected largely as a result of the 
opposition of the substantial foreign 
colony in this country, including the 
large number of American citizens, 
who feared they would find their 
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taxation position drastically altered 
by the proposed change in the 
definition of domicile. 

Although domicile is important in 
several branches of the law, such as 
wills and matrimonial causes, its 
significance to readers of ACCCOUNT- 
ANCY lies in its relevance to income 
tax and estate duty. A person who 
satisfies the Commissioners of Inland 
Revenue that he is not domiciled in 
the United Kingdom is charged to 
tax under Cases IV and V of Schedule 
D on the “remittance” basis. “‘Foreign 
emoluments” excepted from Cases I 
and II of Schedule E are emoluments 
of a person not domiciled in the 
United Kingdom from an office or 
employment under or with any 
person, body of persons or partner- 
ship resident outside, and not resi- 
dent in, the United Kingdom. Domi- 
cile is also relevant to income tax in 
connection with the Income Tax Act, 
1952, Section 412 (transactions result- 
ing in transfer of income to persons 
abroad). 

As regards estate duty, exemption 
is granted to foreign property, 
provided the conditions laid down by 
the Finance Act, 1949, Section 28 (2), 
are satisfied. As regards movable 
property, the domicile of either the 
deceased or a disponor (or person 
providing funds for a disposition) is 
relevant for this purpose. 

Dicey’s Conflict of Laws (7th 
edition, page 85) states: 

(1) A person is, in general, domi- 
ciled in the country in which he is 
considered by English law to have his 
permanent home. 

(2) A person may sometimes be 
domiciled in a country although he 
does not have his permanent home 
in it. 

In establishing where a person is 
domiciled the courts must have 
regard to a number of technical 
rules. Two of these, in particular, 
have excited adverse criticism. The 
first is that a person who has aban- 
doned a domicile of choice without 
acquiring a new domicile of choice 
reverts to his domicile of origin, 
irrespective of his intentions in the 
matter. The second is that a married 
woman’s domicile is dependent on 
that of her husband. 

Changes in the law have un- 
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doubtedly been prevented by a con- 
sideration of possible fiscal conse- 
quences. It is possible that legislation 
relating to domicile will distinguish 
between ‘“‘revenue’ domicile and 
domicile for other purposes of the 
law. 


Digest of Tax Cases, 1959 

The Income Tax Payers’ Society has 
published, for circulation to mem- 
bers only, the 1959 Supplement to 
Index and Digest of Tax Cases. This 
contains summaries of cases decided 
in the courts during the year ended 
July 31, 1959, and reported in The 
Income Tax Payer. The summaries 
follow the familiar form. Several very 
important cases are included. For 
example: Hinton v. Maden & Ireland, 
dealing with what constitutes plant 
and machinery for the purpose of 
investment allowances; Carson v. 
Cheyney’s Executors, dealing with 
royalties of an author received after 
his death; the High Court and Court 
of Appeal decisions in C./.R. v. 
Hinchey, cutting down the Revenue 
interpretation of the amount of 
penalties in income tax cases; C./.R. 
v. Wood Brothers, dealing with the 
exclusion of balancing charge from 
the computation of actual income for 
the purpose of a surtax direction; 
Thomson v. Moyse, where it was held 
that a foreign cheque sold to a bank 
was not a remittance for income tax 
purposes. 


More About Bank Interest 

Following the article in the Novem- 
ber issue (page 604), it may be oppor- 
tune to emphasise that in the final 
set of figures it was assumed that the 
deposit account was reopened on 
April 6, 1957, so that, although the 
source was held for the whole of the 
year of assessment 1957/58, never- 
theless interest did not first arise on 
that date but on June 30, 1957, with 
the result that 1957/58 and 1958/59 
assessments were on the actual in- 
come of those respective years and 
the right to a reduction arose for 
1959/60, the third year of assessment. 
The same result would have followed 
even if the deposit took place before 
April 6, 1957; it is the date that 
income first arose that is important. 
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Inoperative Deeds of Covenant 

Where a deed of covenant is in- 
operative for income tax purposes 
because it is for a period which 
cannot exceed six years, or is not 
irrevocable or is in favour of an 
infant unmarried child of the coven- 
antor, with the result that, although 
the covenant must be observed, the 
income remains for tax purposes 
that of the covenantor, the latter is 
entitled to recover from the trustee 
or other person to whom the income 


Illustration 


1959 


is payable the extra tax he has to pay 
as a result. If, on the other hand, the 
covenantor obtains any extra allow- 
ance or relief as a result of such a 
covenant, he must account for the 
income tax thereon. In calculating 
the tax adjustment, the income in 
question is deemed to be the highest 
part of his income. Similar provisions 
apply to settlements caught by Part 
XVIII, Income Tax Act, 1952, 
Chapters II and III (Sections 394, 
400, 406). 


For 1959/60, A. had a total income of £2,500 (including £600 payable under a covenant 
caught by Chapter I of Part \: VIII), of which £2,000 was earned. He is married with no 


children. Of the earned income, £500 is that of his wife. He pays life assurance premiums 


on policies on his and his wife’s lives amounting to £400 each year. All premiums are within 


7 per cent. of the sum assured. 


Computations: 
Income 
Income, excluding covenant 
Earned income relief (E.I.R.) 

Additional personal allowance (A.P.A.) .. 
Life assurance relief 


do. (on 1/6th of £1,900) 


Wife’s earned income (included above) 
E.LR. 
A.P.A. 


Life assurance relief available only because of wife’s 


earned income 
On 1/6th of £400 
On 1/6th of £500 


£ 
Tax liability 360 at reduced rates 


1 ” ” ” 
934 at 7/9 


1,515 


Surtax: Income 
Less Part P.A. 


Total tax to be borne 


Difference to be borne by trustees (or donee where applicable) 


Deducted at source 


Recoverable from trustees 


£ £ £ £ 
2,500 
1,900 
445 423 
240 240 
140 140 
160 
127 
—- 985 — 930 
1,515 970 
500 500 
112 112 
140 140 
27 
34 
— 279 — 286 
221 214 
84 0 0 360 84 0 0 
4011 3 214 38 7 6 
36118 6 396 153 9 O 
486 9 9 970 275 16 6 
2,500 
100 
2,400 
40 0 0 
526 9 9 275 16 6 
250 13 3 
232 10 0 
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Annual Payments 

In the case of Wh.iiworth Park Coal 
Co. Ltd. v. Commissioners of Inland 
Revenue, the House of Lords (Lord 
Radcliffe dissenting) decided last 
month that certain payments made to 
the company by the Minister of Fuel 
and Power under the Coal Industry 
Nationalisation Act, 1946, and the 
Coal Industry (No. 2) Act, 1949, 
were taxable under Case III of 
Schedule D by direct assessment. The 
payments were held to be income of 
the company in the years in which 
they were received and not income of 
the years in respect of which they 
were paid. This was of importance 
because surtax directions had been 
made upon the company with regard 
to the income in question. 

What is of greatest importance, it 
would seem to us, is that the 
decision establishes that payments to 
which neither Section 169 nor Section 
170 of the Income Tax Act, 1952, 
applies may yet be annual payments, 
chargeable by direct assessment under 
Case III of Schedule D. (References 
in this note are to the 1952 Act, 
although the Whitworth Park decision 
was upon the provisions of the 1918 
Act.) Previously the essential nature 
of an “annual payment” has been 
obscured by the fact that it was 
thought that tax was_ inevitably 
deducted from such a payment. For 
instance, Scrutton, L.J., said in Earl 
Howe v. Commissioners of Inland 
Revenue (1919, 7 T.C. 289 at page 
303): 


The “annuities, interest, and other 
annual payments” which can be 
deducted to obtain exemption (from 
(then) super-tax) are those from which 
the claimant can deduct tax on behalf 
of the recipient; being in effect the 
profits of the recipient who bears the 
tax, they are not also to be treated as 
profits of the person paying them. If 
no tax can be deducted on behalf of 
the recipient, they cannot be treated 
as profits of the recipient, and must 
be treated as paid out of profits of 
the person paying, who is therefore to 
be taxed on them. 


With respect, this is to argue in a 
circle. What decides whether tax is 
to be deducted (a mere question of 
machinery) is the nature of the 
payment, and only when this is 


ascertained does the method of 
charging become relevant. What is 
crucial for the present purpose, as 
Lord Reid pointed out, is whether the 
payments are pure income profit. 

A practical consequence of the 
reasoning in the Whitworth Park 
case is that Bingham v. Commis- 
sioners of Inland Revenue (1955, 36 
T.C. 254) may possibly have been 
wrongly decided. The taxpayer and 
his wife had been domiciled and resi- 
dent in Holland. The marriage was 
dissolved by a Dutch court, which 
ordered him to pay his former wife 
alimony. He later became resident in 
the United Kingdom, his wife re- 
maining abroad. While resident here 
he claimed a deduction in respect of 
his alimony from his total income for 
surtax purposes. This was refused by 
Harman, J. (as he then was), who 
cited the passage from Earl Howe v. 
C.I.R. quoted above, as his Lordship 
was of the opinion that though the 
payment was “pure income profit” 
the Earl Howe decision prevented its 
deduction for surtax purposes unless 
the taxpayer could make the deduc- 
tion of tax on behalf of the recipient. 


This he could not do because “‘the 
obligation depends on foreign juris- 
diction, and the payee is not liable 
to the English taxation network at all 
and not therefore bound to suffer a 
deduction of this sort.’’ Accordingly, 
the taxpayer’s appeal failed, the 
learned Judge against his own in- 
clination holding himself bound by 
the Earl Howe decision. It seems, 
however, in view of the Whitworth 
Park decision, that inability to deduct 
tax does not deprive an annual pay- 
ment of its character as recipient’s 
income, that is, income that is not 
that of the payer. It is submitted, 
therefore, that it should be deductible 
under Section 524 and paragraph 1 
(1) (6) of the Sixth Schedule, in 
computing total income for surtax 
purposes. By reason of the language 
of Section 169, however, it seems that 
a taxpayer in Bingham’s circum- 
stances would still have to bear tax at 
the standard rate on an amount 
equal to the alimony payment. 


A note “‘What are Farming Losses?” 
appears in our Professional Note pages. 


So many pieces!—Schedule A, Bank interest, Furnished lettings, Woodlands, Schedule E 


Case III, Excess rent, Wife’s earnings, Schedule D Case II, Surtax . . . 
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Recent Tax Cases 


Income Tax 

Return of income—Notice to furnish 
return — Assessment — Eastern Africa 
—Assessment made before expiry of 
time for delivering return—Ultra vires 
and void—East African Income Tax 
(Management) Act, 1952, Sections 40 (1), 
(2) and (3); 59 (1) and (3); 71 (1), 2 (a), 
(b), (3); and 72. 


Section 59 (1) of the East African 
Income Tax (Management) Act, 1952, 
provides as follows: 


The Commissioner may, by notice in 
writing, require any person to furnish 
him within a reasonable time, not being 
less than thirty days from the date of 
service of such notice, with a return of 
income... 


Section 71 (1) of the Act then states that 


The Commissioner shall proceed to 
assess every person chargeable with tax 
as soon as may be after the expiration of 
the time allowed to such person for the 
delivery of his return, 


while Section 72 (so far as relevant) 
reads thus: 
Where it appears . . . that any person 
liable to tax has not been assessed or has 
been assessed at a less amount than that 
which ought to have been charged, the 
Commissioner may, within the year of 
income or within seven years after the ex- 
piration thereof, assess such person at 
such amount or additional amount as, 
according to his judgment, ought to have 
been charged . . . Provided that (a) where 
any fraud or wilful default has been com- 
mitted by or on behalf of any person in 
connection with or in relation to tax for 
any year of income, the Commissioner 
may, for the purpose of making good to 
the revenue of the Territories any loss 
of tax attributable to the fraud or wilful 
default, assess that person at any time... 
In Mandayia y. Commissioner of 
Income Tax for Eastern Africa (Judicial 
Committee of the Privy Council, 1959, 
A.C. 114) the appellant, a resident in 
Kenya, was on May 26, 1953, for the 
first time served with a notice under 
Section 59 (1) of the Act of 1952 
requiring him to furnish returns of his 
income for the years of assessment 1943 
to 1953. He was then in England and 
wrote to the Commissioner asking for an 
extension of time in which to deliver the 
returns until he returned to Kenya 
towards the end of July, 1953. In those 
circumstances and “in order that there 
may be no delay in collection of duty,” 
the Commissioner on or before June 18, 
1953, made assessments on the appellant 


under Section 72 of the Act of 1952 for 
the years 1943 to 1951 inclusive on the 
basis of figures already submitted, 
reliance being placed on the proviso to 
the Section for going back more than 
seven years. The assessments contained 
triple penalties under Section 40 of the 
Act in addition to the tax. 

The Supreme Court of Kenya held 
that the assessments were properly made 
under Section 72, but remitted the triple 
penalties for 1951 because the appellant 
had given notice of his liability to tax for 
that year and had supplied some 
figures. The Court of Appeal for Eastern 
Africa confirmed the assessments in 
respect of the tax and a penalty equal to 
the amount of the tax, but remitted the 
question of further penalties to the 
Supreme Court of Kenya for retrial by 
another Judge. 

Before the Privy Council the appellant 
contended that Section 72 did not apply 
until the machinery under Section 71 
had been put into operation and that the 
assessments were ultra vires and void in 
that they were made before the time 
allowed by Section 71—which was 
admittedly the thirty days provided by 
Section 59 (1)—had expired. If, on the 
other hand, Sections 71 and 72 were 
alternatives, the respondent had elected 
to give notice under Section 59 (1) and 
could not then operate Section 72 during 
the currency of the time allowed. 

Lord Somervell of Harrow, who 
delivered the judgment of the Board, 
said that their Lordships had come to 
the conclusion that the construction 
submitted by the appellant was right. 
One would expect an opportunity to 
make a return to be a condition pre- 
cedent to assessment, and this view was 
supported by the provisions for personal 
allowances in Part IV of the Act. If the 
respondent were right any person could 
be assessed without having any such 
opportunity. There would be two con- 
current jurisdictions, one providing 
reasonable protection for the taxpayer 
and the other providing no protection 
quoad the original assessment, apart 
from a right to appeal. Such a con- 
struction seemed inconsistent with the 
general and mandatory provisions of 
Section 71, which provided how all 
original assessments were to be made. 

Having regard to the wording of 
Section 71, it seemed to their Lordships 
necessary to restrict the words in Section 
72 on assessing for the first time to 
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cases in which, the machinery of Section 
59 (1) having been operated, no assess- 
ment had been made. Thus Section 72 
dealt with cases which had been settled 
under the normal procedure under 
Sections 59 and 71 but which, owing 
presumably to subsequent information, 
it was desired to reopen. This explained 
why Section 72 contained a prima facie 
limitation period of seven years, whereas 
Section 71 contained no limitation. On 
the respondent’s argument (that if a 
year or longer had elapsed following the 
year of income Section 72 was properly 
available) this seemed inexplicable. On 
the appellant’s argument, on the other 
hand, it seemed reasonable that there 
should after a certain time be no re- 
opening of what had been settled unless 
there had been fraud or wilful default. 
Before making the assessments, there- 
fore, the time allowed under Section 71 
had to elapse. Acordingly, the Order of 
the Court of Appeal for Eastern Africa 
was reversed and the respondent was 
ordered to pay the appellant’s costs 
throughout. 

Decisions of the Judicial Committee 
of the Privy Council, though technically 
of “persuasive effect,” are treated with 
the utmost respect by English Courts 
and are applied in practice by the Inland 
Revenue where applicable. 


Income Tax 

Employment—Secretary -of company— 
Scheme for purchase of shares in com- 
pany—Option granted at market price 
ruling on date of grant—Cash payment 


for option—Appreciation in market price 


of shares— Whether perquisite— Whether 
employment—Whether taxable in year 
of purchase or year of exercise—Judicial 
precedent—Scottish decision—Whether 
Court of Appeal bound by decision of 
Court of Session—Income Tax Act, 
1952, Schedule E, paragraph 1. 


The facts in Abbott v. Philbin (C.A. 
1959, 3 W.L.R. 739) and the judgment 
of Roxburgh, J., in the Chancery Divi- 
sion, were noted in our issue of July/ 
August last (page 401), and the case was 
also referred to in an article on Share 
Option Contracts in our October issue 
(pages 541-4). The Judge held that 
taxpayer was assessable under 
Schedule E in respect of the year when 
the option was purchased, and not in 
respect of the year when the option 
was exercised. He distinguished the 
well-known Scottish case of Forbes’s 
Executors v. C.I.R. (1958, 38 T.C. 12), 
where the Court of Session had held 
that the option was assessable to tax in 
respect of the year in which it was exer- 
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Of the sixty IBM ‘Standard’ typewriters installed by Dunlop at. 
Birmingham and Coventry, twelve are used for typing masters for 
export invoices at Fort Dunlop. Since their introduction into 

this department, output of the Typing Section has increased 

by some 30%, and the controlled electrical impression has done 
much to avoid illegible copies which can so easily cause delay in 
delivery and payment. The typists themselves are very impressed 
with the ease of operation and there isn’t one who would willingly 
return to using manuals. The use of IBM Electric Typewriters 

is only one of many cost-saving methods recommended in 

‘The Cost of Typing’. Dunlop have a copy. Have you? 


As part of a cost-saving programme, the G.E.C. Switchgear Works at 
Witton, Birmingham installed four IBM Hektowriters to produce 
hectographic masters for spirit duplicating. Used with 
continuous stationery and pin-wheel platens, they doubled 

the output from 200 to 400 masters per operator a day and in six 
months had paid for themselves. Furthermore, by installing IBM 
Hektowriters and spirit duplicating, all the work can be handled 
by 6 operators instead of 19...anannual cash saving which G.E.C. 
have estimated as £4,900; and one answer to the problem of finding 
space for an expanding business. 

G.E.C. have a copy of ‘The Cost of Typing’. Have you? 


The Export Invoice Department of the GKN Screw Division has 

found that by using IBM Hektowriters in a replanned work flow, 

four typists are now doing more work than eight did before. 

The new system depended on the introduction of spirit duplicating, 
but only the electrically controlled clarity of the IBM Hektowriter 
could produce masters that would withstand the exceptional handling 
and give the number of copies required. Using IBM Hektowriters, the 
girls are far less tired, and overtime has been virtually eliminated. 
GKN have a copy of ‘The Cost of Typing’. Have you? 


electric 
typewriters 


‘The Cost of Typing’, the survey prepared by an independent firm The C I 
of Management Consultants, can help to improve the efficiency ost of i 
of your typing department. May we send you a copy? Typing | 


IBM UNITED KINGDOM LIMITED, 101 WIGMORE STREET, LONDON W.1. TELEPHONE: WELBECK 6600 | ay 
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cised, on three grounds, namely: (i) 
Mr. Abbott had to pay jor his option 
whereas Mr. Forbes had not; (ii) in 
Forbes’s case the option arose out of a 
service agreement so that the benefit of 
it was in the nature of additional 
remuneration, and it was impossible to 
treat additional remuneration on a 
different basis from salary or other 
primary remuneration. In Abbott's case, 
on the other hand, the option was not 
a reward for services, although it was 
derived as a result of the taxpayer’s 
employment with the company, “‘but it 
was a thing that was bought,” and an 
employee did not have to pay for his 
own remuneration. In_ short, Mr. 
Abbott’s option was a perquisite which 
was distinguishable from additional 
remuneration, although salaries and 
perquisites were grouped together for 
purposes of taxation in paragraph | of 
Schedule E to the Income Tax Act, 
1952; and (iii) the option had a value 
(see the observations of Lord Watson 
in Tennant v. Smith (1892, 3 T.C. 158, 
164) ) at the time it was purchased, 
even though it might not be possible to 
tax the option owing to difficulties of 
valuation. 

The Court of Appeal, following the 
decision of the Court of Session in 
Forbes’s case, has reversed the decision 
of Roxburgh, J., and has held the 
option to be assessable in respect of the 
year when it was exercised. The Court 
of Appeal did not consider itself bound 
to follow the Court of Session, but it 
did so because (i) there were no pro- 
positions peculiar to Scots law which 
formed the basis of the decision of the 
Lords of Session in Forbes’s case; (ii) 
the relevant Revenue statutes apply 
indifferently in England and Scotland; 
and (iii) Forbes’s case was argued on all 
the points taken before the Court of 
Appeal; so, for reasons of policy, it 
would not be right that the Court of 
Appeal should express a diametrically 
opposite view from that of the Court of 
Session. 

Lord Evershed, M.R., attached little 
importance to the fact that Mr. Abbott 
purchased his option for cash, although 
it was conceded that for the option to 
constitute a perquisite of the taxpayer 
its value at the material time would have 
to exceed the purchase price. He felt 
troubled, however, by the line of reason- 
ing which had led the Lords of Session 
to reach the decision they did. The Lord 
President (of the Court of Session) had 
expressed the opinion that because the 
option when granted could not be turned 
to money account and for that reason 
was not taxable, therefore 
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it would follow that it is only in 1946, 
when Mr. Forbes applied for allotment 

. that tax under the rules becomes 
exigible. 


He, the Master of the Rolls, was not 
satisfied of the logic of that statement. 
In fact, the holder of an option such as 
Mr. Forbes had obtained could turn it 
to account before it was exercised, not 
by assigning the option itself (for it was 
not transferable), but by covenanting 
for a money consideration that he would 
exercise the option in a particular way 
and at a particular time as the coven- 
antee required. 

The Court of Session had decided 
two points: (i) that an option having 
the essential characteristics of Mr. 
Forbes’s option had not itself the neces- 
sary quality (as explained by Lord 
Watson in Tennant v. Smith), at the 
date of its grant, to make it a perquisite 
liable to tax within Schedule E; and 
(ii) that the option-holder was liable to 
be charged for the profit he obtained 
when he exercised the option. If the 
fact that Mr. Forbes’s option could be 
turned to pecuniary account (in the way 
indicated above) at the time of grant 
had been argued by the appellants in 
Forbes’s case, the Lords of Session might 
have concluded differently on the first 
point, and, if so, the second point would 
have fallen down. But the Court of 
Session had decided in the clearest 
terms that an option in all material 
respects identical with Mr. Abbott’s 
option could not, at the date of its grant, 
be brought into charge to tax. With the 
emphasis laid, as the Scottish Judges 
had laid it, on the point of non-trans- 
ferability, one might ask what would be 
the right answer if an option of the 
kind in question were granted which 
was transferable. If the truth was 
that an option which was assignable 
would attract tax at the date of its grant 
(assuming that it had a bonus value 
which was calculable), then it would 
follow as the night the day that the 
Crown could not afterwards seek to 
tax the benefit or the further gain that 
was achieved by the exercise of the 
option, and a strangely anomalous 
position would arise according to 
whether the option was expressed to 
be assignable or non-assignable. 

These were some of the doubts which 
his Lordship felt (and which were 
shared, in part, by Harman, L.J.), but 
he could not agree with Roxburgh, J., 
that Forbes’s case could be supported 
on the ground that the shares when 
issues were additional remuneration. 
What Mr. Forbes got was not additional 
remuneration but something which he 


1959 


675 


became entitled to as a result of a valid 
and effective right, namely, the option. 
Neither could he agree with Roxburgh, 
J., that the Judges in Scotland applied 
propositions of Scots law which had no 
application in England and which, 
therefore, left Abbott’s case to be decided 
without regard to the Forbes decision. 
The question in each case was whether 
the sum of money charged to tax was 
a perquisite within Schedule E. Although 
he found difficulty in thinking that the 
liability in Forbes’s case arose because 
the option when granted could not then 
be turned to pecuniary account, he was 
not satisfied that the Court of Appeal 
could or should properly dissent or 
depart from the Scottish decision on 
the ground that it had never been 
brought to the attention of the Scottish 
Judges that the option could be turned 
to pecuniary account before the exer- 
cise of the option. In the case of a 
Revenue statute of the kind in question 
it was the duty of the Court of Appeal, 
unless there were compelling reasons to 
the contrary, to say, after expressing 
such doubts as it felt it ought to do, 
that it should follow the Scottish 
decision. 

Leave to appeal to the House of 
Lords was granted. 


Income Tax and Surtax 
Company—Shares—Surtax  direction— 
Apportionment of income — Effect — 
Settlement of shares on children by 
father—Notional distribution of dividend 
—Whether assessable as income of 
father—Meaning of ‘“‘deemed”—East 
African Income Tax (Management) Act, 
1952, Sections 22, 24 (1), (2) (a), (4). 


By Section 22 of the East African 
Income Tax (Management) Act, 1952, 
the undistributed portion of the total 
income of certain companies, subject to 
a limit of 60 per cent. of such income, 
is deemed to have been distributed as 
dividend amongst the shareholders of 
the company if the Commissioner of 
Income Tax makes an order to that 
effect, and (in that event) 

the proportionate share thereof of each 

shareholder shall be included in the total 

income of such shareholder for the pur- 
poses of this Act. 


Section 24 (1) of the same Act provides 
as follows: 


Where, by virtue or in consequence of 
any settlement to which this Section 
applies and during the life of the settlor, 
any income is paid to or for the benefit of 
a child of the settlor in any year of 
income, the income shall be treated for all 
the purposes of this Act as the income of 
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the settlor for that year and not as the 

income of any other person. 

In Houry ». Commissioner of Income 
Tax for Eastern Africa (Judicial Com- 
mittee of the Privy Council, 1959, 3 
W.L.R. 874), the appellant, his wife and 
his two infant children each held a 
number of shares in a company regi- 
stered in Tanganyika. The children’s 
shares had been transferred into their 
names by their father, and the transfer 
constituted a “settlement” within the 
meaning of Section 24 of the Act of 
1952. The Commissioner of Income Tax 
having made an order under Section 22 
of the Act that 60 per cent. of the 
company’s income for the “years of 
income” 1951 and 1952 should be 
deemed to have been distributed amongst 
its shareholders, the appellant was 
assessed on the basis that under Section 
24 the sums deemed to have been 
received upon the distribution were in 
the respective years to be treated as part 
of his income for tax purposes. The 
appellant appealed against the assess- 
ments so far as they related to the 
“dividends” on the children’s shares. 
The High Court of Tanganyika con- 
firmed the assessments, and the Court of 
Appeal for Eastern Africa dismissed an 
appeal from the decision of the High 
Court. 

Before the Judicial Committee of the 
Privy Council Lord Radcliffe said that 
the short question raised by the appeal 
was whether the dividend deemed to 
have been paid under Section 22, when 
the order affecting the company came 
into operation, was to be reckoned as a 
payment of income to or for the benefit 
of a child shareholder when a computa- 
tion of the settlor’s income was made for 
the purposes of Section 24. Another way 
of putting the question was to ask 
whether the notional payment that it 
effected under Section 22 amounted to 
a “payment”’ for all the purposes of the 
different Sections of the Act, or at least 
of Section 24; or whether the fiction that 
it set up was for the purposes of Section 
22 alone and was confined’ in its 
operation to that Section and the 
resulting assessment. 

It was apparent that no income had in 
fact been paid to or for the benefit of the 
children (consequent upon the surtax 
direction). All that had happened was 
that a fictitious payment of dividend had 
been brought about by the operation of 
the order made under Section 22. Unless, 
therefore, the effect of such an order was 
to impose upon the meaning of the 
word “paid’’ in Section 24 an inter- 
pretation which included sums deemed 
to have been paid by virtue and for the 


ACCOUNTANCY 


DECEMBER 


purposes of another Section of the Act, 
the notional dividends attributed to the 
children were not within the charge of 
Section 24 and could not be treated as 
the income of the father. 

Their Lordships did not think that the 
Act of 1952 was so constructed as to 
allow the assumptions of Section 22 to 
be imported into the operation of 
Section 24. The two Sections were inde- 
pendent charging provisions and the 
charges which they imposed were 
mutually exclusive. Section 22 did not 
merely state that (in the circumstances 
therein set out) there was to be a 
notional payment of dividend; it also 
stated that each shareholder’s share of 
dividend was to be included in his total 
income for the purposes of the Act. The 
dividend must then go into the total 
income of the child who owned the 
shares, and for the purposes of taxation 
it was to be treated as his income. Such 
an enactment would be blankly incon- 
sistent with the enactment contained in 
Section 24 that whatever was paid to or 
for the benefit of a child was to be 
treated for all the purposes of the Act as 
the income of the father and not as the 
income of any other person. 

The conclusion seemed unavoidable 
that income “paid” within the meaning 
of Section 24 and as such attributed to 
the father could not include income 
deemed to be distributed by virtue of 
Section 22 and as such attributed to the 
children. The provisions of Sections 
22 (4) and 24 (4) also favoured a con- 
struction of the word “paid” that did 
not extend it beyond actual payments 
that had reached the child or its trustee. 
The Board therefore reversed the judg- 
ment of the Court of Appeal for Eastern 
Africa and ordered the respondent to 
pay the appellant’s costs throughout. 

This case is of interest because each of 
the relevant Sections in the East African 
Income Tax Act has its analogue in the 
taxing code of the United Kingdom. 


Stamp Duty 


Gifts inter vivos—Oral settlement— 
Settlements in favour of grandchildren— 
Transfer of company shares to trustees as 
nominees—Oral direction to trustees to 
hold shares on trusts of settlements— 
Subsequent declarations of trust by 
trustees—Equitable assignment—“ Dispo- 
sition” of equitable interest required to be 
in writing—Meaning of “disposition” — 
Whether voluntary dispositions liable to 
ad valorem duty—Statute—Construction 
—Consolidating Act—Amending Acts 
consolidated—Principles of construction 
—Statute of Frauds, Sections 1-3, 7-9— 
Finance (1909/10) Act, 1910, Section 74— 
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Law of Property Act, 1922, Section 191 
(2)}—Law of Property (Amendment) 
Act, 1924, Sections 3, 12 (3); Schedule 
III, Part I, Part I, paragraph 15—Law 
of Property Act, 1925, Section 53 (1) (c). 


Section 53 (1) (©) of the Law of 
Property Act, 1925, provides that 


A disposition of an equitable interest or 
trust subsisting at the time of the dis- 
position must be in writing signed by the 
person disposing of the same or by his 
agent thereunto lawfully authorised in 
writing or by will. 


In Grey and Another v. C:l.R. (House 
of Lords, 1959, 3 W.L.R. 759) one H. 
made five settlements, one in favour of 
each of his grandchildren; and in 1950 
he made a sixth settlement on his then 
existing and possible after-born grand- 
children. The appellants were the trustees 
of each of these settlements. On 
February 1, 1955, H. transferred to the 
appellants, as his nominees, 18,000 
Ordinary £1 shares in a company. On 
February 18, 1955, he orally and irrevo- 
cably directed the appellants thenceforth 
to hold the shares transferred to them on 
February 1, as to five blocks of 3,000 
shares each on the trusts respectively of 
the five settlements executed in 1949 and 
as to 3,000 shares on the trusts of the 
settlement of 1950, to the intent that 
such direction should result in the entire 
exclusion of H. from all future right, 
title and benefit to or in the shares and 
the income thereof. 

On March 25, 1955, the appellants 
executed six declarations of trust 
which H., although not expressed to be a 
party thereto, also executed. They were 
all in similar form and each recited that 
the appellants were the holders of 3,000 
shares in the company, H.’s_ oral 
direction of February 18, the acceptance 
of the trust reposed in them by that oral 
direction, and that the giving of the 
direction and its nature were testified by 
the execution by H. of the deed. The 
operative part of each deed declared that 
the appellants acknowledged and de- 
clared that they were holding the shares 
on the trusts of the settlement to the 
intent that the shares should form part 
of the trust fund. The six declarations of 
trust were assessed to ad valorem stamp 
duty as voluntary dispositions within 
Section 74 of the Finance (1909/10) 
Act, 1910. Upjohn, J., held that the 
declarations of trust were not charge- 
able with duty, but his decision was 
reversed by the Court of Appeal. 

In the House of Lords, Viscount 
Simonds said that the question was: 
were the several oral directions given by 
H. dispositions by him of the equitable 
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interest in the shares held by the 
appellants as nominees for him? If the 
directions given by H. and recited in 
each of the instruments were effective, 
the instruments would not be chargeable 
with duty; but if, having regard to 
Section 53 (1) (c) of the Act of 1925, the 
directions were ineffective, duty would 
be chargeable. If the word “‘disposition” 
were given its natural meaning, it could 
not be denied that a direction given by 
H. whereby the beneficial interest in 
shares hitherto vested in him became 
vested in another or others was a dispo- 
sition. But it was contended by the 
appellants that the word “disposition” 
must be given a narrower meaning (so 
far as it related to infer vivos transac- 
tions) and must be read as if it were 
synonymous with “grants and assign- 
ments” in Section 9 of the Statute of 
Frauds, 1677, which enacted as follows: 
All grants and assignments of any trust 
or confidence shall likewise be in writing, 
signed by the party granting or assigning 
the same or by such last wish or devise, 
or else shall likewise be utterly void and 
of none effect. 
The Law of Property Act, 1925, so the 
argument ran, was a consolidating Act, 
and among the Acts which it consoli- 
dated was the Statute of Frauds; there- 
fore, the word “disposition” in Section 
53 (1) (©) of the Act of 1925 must be 
given the same meaning as would be 
given to “grants and assignments” in 
Section 9 of the Statute of Frauds, and 
given that meaning it did not cover such 
a direction as was given by H. 

The principles applicable to the con- 
struction of a consolidating Act, said 
Viscount Simonds, were not in doubt. 
The presumption was that such an Act 
was not intended to alter the law, but 
this prima facie view must yield to plain 
words to the contrary. If the Law of 
Property Act, 1925, were a typical 
consolidating Act, the question would 
be whether the alteration from “grants 
and assignments” to “disposition” 
changed the law by enlarging the area of 
void transactions; but the Act of 1925 
could not be so regarded. The Law of 
Property Act, 1922, and the Law of 
Property (Amendment) Act, 1924 
(which, in effect, repealed and re- 
enacted in altered form Section 9 of the 
Statute of Frauds) profoundly altered a 
large part of the law of real and personal 
property, and the Act of 1925, though a 
consolidating Act, in fact consolidated 
Acts which were themselves amending 
Acts. Accordingly, no principle of con- 
struction imposed on the amending 
Acts of 1922 and 1924 an interpretation 
appropriate to a consolidating Act, and 


ACCOUNTANCY DECEMBER 


each word must be given the meaning 
proper to it in the context. 

The position was explained even more 
clearly by Lord Radcliffe, who said that 
there was no direct link between Section 
53 (1) (c) of the Act of 1925 and Section 
9 of the Statute of Frauds. The link was 
broken by the changes introduced by the 
amending Act of 1924, and it was those 
changes, and not the original statute, 
that Section 53 must be taken as con- 
solidating. That being so, it was inad- 
missible to allow the construction of the 
word “disposition”’ in the Act of 1925 
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to be limited or controlled by any 
meaning attributed to the words “grant”’ 
and “assignment” in Section 9 of the 
Statute of Frauds. The other Lords 
agreed, and the House held that the 
directions given by H. were dispositions 
by him of his equitable interest in the 
shares of the company within the mean- 
ing of Section 53 (1) (c) of the Act of 
1925, and, because they were not made 
in writing as required by the Section, 
they were ineffective and the declara- 
tions of trust were rightly assessed to 
ad valorem stamp duty. 


Tax Cases—Advance Notes 


House oF Lorps (Viscount Simonds, 
Lords Radcliffe, Cohen, Keith of 
Avonholm and Denning) 

Hochstrasser (H.M.I.T.) ». Mayes. 
November 30, 1959. 

Their Lordships in a reserved decision 
unanimously dismissed this appeal by 
the Revenue from the decision of the 
Court of Appeal (see ACCOUNTANCY for 
December, 1958, page 661) which had 
held that a sum paid to the taxpayer by 
his employer to make good the loss 
suffered on selling his house under the 
employer’s housing scheme was not 
taxable as an emolument of his employ- 
ment. 


House oF Lorps (Viscount Simonds, 
Lords Goddard, Radcliffe, Cohen and 
Keith of Avonholm) 

Unit Construction Co. Ltd. ». Bullock 
(H.M.1.T.). November 30, 1959. 

Their Lordships in a reserved decision 
(allowing this appeal from the decision 
of the Court of Appeal) unanimously 
held that the African companies were 
resident in the United Kingdom (see 
ACCOUNTANCY for January, 1959, page 
28, and May, page 270, and see also the 
Editorial in this issue, page 645). 


The House of Lords has reserved 
judgment in the case of Parker and 
others v. Lord Advocate (on behalf of the 
Commissioners of Inland Revenue). 


Court oF AppeAL (Lord Evershed, 
M.R., Sellers and Harman, L.JJ.) 
Philipson-Stow and others vy. C.I.R. 
November 20, 1959. 

Their Lordships (Harman, L.J., dis- 
senting) in a reserved decision dismissed 


this appeal by the trustees from that 
part of the decision of Upjohn, J., 
which related to the settled South 
African immovable property. Leave to 
appeal to the House of Lords was 


granted. 


CHANCERY Drvision (Wynn-Parry, J.) 
Imperial Chemical Industries Ltd. ¥. 
Caro (H.M.I.T.). November 11, 1959. 

His Lordship, in a reserved judgment, 
dismissed the appeal of the company 
from a decision of the Special Commis- 
sioners. 

The appellant company received a 
dividend from its Australian subsidiary 
during the fiscal year 1954/55. As the 
“new source”’ provisions were operating, 
the dividend formed the basis of assess- 
ment to United Kingdom income tax 
under Case V of Schedule D for both 
the years 1954/55 and 1955/56. 

Under Article XII (1) of the Australian 
Double Taxation Agreement (Statutory 
Rules and Orders, 1947, No. 806) the 
Australian tax payable in respect of the 
dividend is allowed as a credit against 
any United Kingdom tax payable in 
respect of the dividend. 

After allowing credit against profits 
tax (Income Tax Act, 1952, Sixteenth 
Schedule, paragraph 2 (2)) there 
remained a credit of £49,212. The com- 
pany contended that this credit could be 
set off against the United Kingdom tax 
payable in respect of both the years 
1954/55 and 1955/56. The Revenue 
contention, accepted by his Lordship, 
was that only the sum paid in respect of 
Australian tax, and that sum only once, 
could be used as a credit against 
United Kingdom tax. 


y 


) 
4 
P 
ps 
] 
4 


The Month in the City 


Less Buoyant Markets 

After the marked rise in virtually all 
sections of the stock market in October, 
it is scarcely surprising that there should 
have been a rather weaker tone in 
November. Actually most sections 
weakened in the first days of the month, 
with industrial Ordinary shares the 
worst affected. This development may 
owe something to the speech of the 
Chancellor during the debate on the 
Address, in which he made it clear that 
he did not intend to allow price rises 
here to price us out of the international 
market, while he stated that the first 
claims on increased profits should be 
those of still further capital investment 
and reduction in prices. One might 
perhaps have expected such a statement 
to put up the Funds, since it certainly 
suggests that stability is to have first 
place. In fact the Funds did rise almost 
3} point, but have since relapsed; they 
closed slightly lower on the month, 
while industrial Ordinary shares rose 
on balance, although they are still 
below the new peak of 309.5 touched by 
the index of the Financial Times on 
November 12. The weakness of the 
Funds is, however, almost certainly a 
result of the higher rates ruling at short 
term in several countries on the Con- 
tinent, and particularly the power of 
West Germany to attract floating funds. 
This does not mean that we shall have 
to follow by raising short-term rates but 
it does bring that possibility at least 
into the middle distance. The index for 
Ordinary shares has not only been at a 
new high. It had by November 18 fallen 
to just over 300, probably a result of 
technical factors. It has since rallied, 
partly because the quasi-official Econo- 
mic Review has stated that there is now 
evidence of a real recovery in the capital 
goods industries, and partly as a con- 
sequence of a number of good industrial 
results, accompanied by increased divi- 
dends. The net effect of the various 
factors is reflected in the following 
changes in the indices of the Financial 
Times between October 30 and Novem- 
ber 30: Government securities slightly 
lower at 87.46 against 87.52; fixed in- 
terest up from 95.88 to 96.99; industrial 
Ordinary from 302.4 to 306.0 and gold 
mines from 87.3 to 89.3. The yield on 


Old Consols, which was 0.73 points 
above that on the equities of this index 
at end-October, stood at 4.81 per cent. 
at end-November, showing a margin 
increased to 0.76 after being as high as 
0.84 on November 12. 


S.E. Modernisation 

Some indication of the importance 
which the “‘House”’ has recently attached 
to the standing of sterling in the inter- 
national markets is provided by the 
decision of the Stock Exchange Council 
to install a new system by which changes 
in exchange rates will be flashed by 
electrical equipment in various parts of 
the floor instead of being written up in 
chalk on a blackboard as has hitherto 
been the practice. Another projected 
improvement is that Hollerith machines 
are to be installed in the settling room 
by next summer. This is a product of 
the problems raised recently by the pro- 
tracted spell of very active markets. The 
settlement of November 3 was the 
heaviest the Exchange has ever been 
called upon to face and a number of 
brokers hired Powers-Samas equipment 
to help them to deal with it. It appears 
that there has not so far been any serious 
dislocation, and as business showed 
some slackening on the last third of the 
month, offices are now catching up on 
their arrears to some extent. At one 
time, there was a demand that dealing 
hours should be extended to 4 p.m.— 
the present time is 3.30—but the Council 
eventually turned this down partly 
because it would add to the problems 
of the banks and others but more lest 
it should complicate still further the 
position in members’ offices by increas- 
ing the amount of work and making for 
a later start on some sections of it. 


Unit Trust Offers 

Among a large number of demands for 
new capital the Midland Bank figure for 
the month is a total of £34.8 million— 
Hertfordshire County Council offered 
£12 million stock at 984 which was over- 
subscribed and went immediately to a 
premium of 14 points, while West Brom- 
wich raised £4 million on similar terms. 
The recently created National Com- 
mercial Bank of Scotland announced a 
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rights offer of one for two to raise 
£7 million and Martins Bank is to in- 
crease its resources by £4.5 million by 
a similar offer. There were a number of 
other issues in the form of rights or 
straightforward offers to the public, but 
the feature was a veritable flood of 
offers by unit trusts. Several of them ran 
into well over one million units, while 
others were principally notable for their 
special purpose. Thus there is a new 
trust designed for residents in the Channel 
Islands. Meanwhile, the new Unit Trust 
Association is looking into a number of 
matters and it is suggested that monthly 
figures of unit sales by the whole move- 
ment may be expected shortly. The 
Bank and Insurance group has brought 
out a new trust “Scotshares” and is 
contemplating opening unit shops in 
factories in addition to its existing 
practice of sales over the counter by the 
Scottish banks (at their English branches 
as well as the Scottish). Another in- 
teresting issue is the offer of 850,000 
shares of £1 at par in Anglo-Israel Secu- 
rities, an attempt to give United King- 
dom investors a stake in Israel’s industry. 
There will be no quotation for the shares 
until after the presentation of the ac- 
counts to March, 1961. The most 
spectacular issue of the month was 
again that of a property company, Shop 
and Store Developments, for whose 
1,200,000 Ordinary shares there were 
some 36,000 applications totalling 37 
million shares. The 5s. shares, offered 
at 6s. 9d., now stand around 8s. 6d., 
showing that the interest in property 
speculation is far from ended. 


Discount Market Fusion 

Early last month it was announced that 
Cater, Brightwen & Company and 
Ryders Discount Company were con- 
sidering a fusion early next year. This 
would constitute a further substantial 
step towards the consolidation of the 
discount market and if the fusion occurs 
the resultant concern will be the third 
largest in the market, ranking after the 
Union and National discount companies. 
The joint concern would have capital 
resources in excess of £7 million, ac- 
cording to the latest figures available. 
In May of this year the chairman of 
Cater, Brightwen, Sir John Musker, 
suggested that the market as a whole 
and the company in particular would 
before so very long need to raise addi- 
tional capital and function to a greater 
extent as bond jobbers. The fusion 
would tend, of itself, to make it possible 
for the combined firm to increase its 
business in bonds. 
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. . . . and eminently knowledgeable about new 


accounting and recording ideas. Knows, for example, that 


Kalamazoo have a wide range of time saving methods. 


For example :— 


| Indexing Methods. 


2 Machine Accounting and Fire 
Protection. 


3 Analysis and Statistics. 
4 “Writing through ” methods. 


$ Private Ledgers. 


6 Invoice and all types of sets. 


Revolving or Wall Strip Indexes. Never need re-writing. 
Can be photographically reproduced. 


Posting trays with stands. Fire resisting cabinets, 


Use the original document. Analyse hundreds of categories. 


Copy-Writer for ledgers, P.A.Y.E. Receipts, Traders Bank 
Advices, Cheques, etc. 


Designed specially for the profession. Automatically indexed, 
never full and last indefinitely. 


Available with “throw away” carbon, spot carbon or 
“ no carbon required” paper. 


To Kalamazoo Ltd., Northfield, Birmingham 31. 


Please let me have more information about 


(Please tick) 


6. 


Address . 


Firm 


A.C. 12.59. 
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PMeville PJndustrial Securities Ltd. 


Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


Financial arrangements can also be made with Owners of Companies too small or 
not suitable for flotation with a view to the alleviation of their Sur-tax and Death 
Duty problems. 


For the information of investors a Quarterly List giving particulars of all companies sponsored 
is available on application. 


Peville Bouse, 42-46 Hagley Road, Edgbaston, Birmingham, 16 


Telephone: Edgbaston 5431-2-3-4 
Telegrams: Trusnevil Birmingham 


5 For Your Child— 
The ‘‘Child’s Magna Carta’”’ 

policy provides: K ' N G & C O 
(1) A With-profit Endowment Assurance on 


your life maturing on your child’s 2lst 
birthday (the Bonuses may provide that SURVEYORS, VALUERS & AGENTS 


important present!). 


(2) Valuable Options at that time for a 
policy for your child. OF 


(3) An ‘‘Educational Income’”’ payable until 
your child’s 2lst birthday should your 


death occur previously. = ACTO R | ~ S 
For MUTUAL Satisfaction — consult 


NATIONAL PROVIDENT 
INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 71 BISHOPSGATE, LONDON, €.C.2 
— Established 1835 — 
54 GRACECHURCH ST., LONDON, E.C.3 London Wali 7201 (5 lines) 


Telephone: MANsion House | 48! 
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Points From 
Published Accounts 


Special Interim Tangle 
The problem of special interim divi- 
dends, discussed in these notes last 
month, keeps cropping up. Many com- 
panies have made the adoption of these 
special payments a source of needless 
confusion. In the main special interim di- 
vidends were designed to relieve busines- 
ses from the additional profits tax pay- 
able on distribution had the dividend 
for 1957/58 been increased, and usually 
they were made on account of the year 
1958/59, but were payable at the same 
time as the final dividend for the year 
ended 1957/58. In retrospect, therefore, 
it has become a common practice for 
students of accounts to regard all these 
special payments as being properly a 
part of the 1957/58 total distribution. 
Thus, a company declaring interim and 
final dividends totalling, say, 10 per 
cent, for 1957/58, plus a special interim 
of 24 per cent. payable at the same time 
as the final for 1957/58 but chargeable 
against the 1958/59 accounts, would be 
regarded as having established its shares 
on a 124 per cent. dividend basis. Now 
that accounts for the year 1958/59 are 
making their appearance, however, it is 
clear that this interpretation is not always 
acceptable to the companies concerned. 
A case is point is Oxley Engineering. 
In their 1958 report the directors de- 
clared a special interim dividend in the 
following words: “The directors have 
carefully considered the financial posi- 
tion of the group as at July 1, 1958, and 
in view of the available balance on the 
profit and loss account at that date, 
have declared a special interim dividend 
for the year ending June 10, 1959, of 
4 per cent. less tax, which will be paid 
at the same date as the 10 per cent. for 
the year under review.”” On the basis 
mentioned in our opening paragraph, the 
shares were put on a 14 per cent. 
dividend basis by the commentators. In 
the report and accounts just published 
for the year ended June 30, 1959, that 
interpretation is not followed, for the 
directors state specifically that: “The 
total ordinary dividend for the year is 
164 per cent. less tax plus 24 per cent. 
tax-free dividend out of capital profits.” 
The directors are firm in the view that 
the dividend has been increased from 


10 per cent. to 164 per cent. (ignoring 
the tax-free distribution), but many 
outsiders will still feel that (again 
ignoring the tax-free distribution) it has 
been effectively reduced from an indi- 
cated 14 per cent. to 124 per cent. Yet a 
third approach could regard the 4 per 
cent. special interim for 1958/59 as 
being just that—a special non-recurring 
payment. The true comparison would 
then be between a 10 per cent. dividend 
for 1957/58 and one of 124 per cent. for 
1958/59. The only real guide the student 
of these accounts has is that the cost of 
the special interim dividend has been 
charged against the 1958/59 profits, and 
not deducted from the previous year’s 
carry forward, which would seem to be 
the logical and straightforward method 
had the payment to be properly regarded 
as being applicable to 1957/58. (As we 
mentioned last month, Patons and 
Baldwins adopted the method we prefer.) 


A Model Statement 
In sharp contrast io the difficulties 
encountered in the Oxley Enyineering 
accounts is the following unequivocal 
statement in the directors’ report of 
S. Smith and Sons (England): “The total 
dividend recommended for the year on 
the Ordinary share capital amounts to 
174 per cent. if the special interim divi- 
dend is excluded, and compares with 
124 per cent. for 1957/58 if the special 
interim dividend is added to the 10 
per cent. paid for that year.”” Unfor- 
tunately, while the directors have made 
it plain enough that the special interim is 
to be regarded as part of the 1957/58 
dividend, they have created an anomaly 
by charging it against the profits of 
1958/59 instead of deducting it from the 
carry forward of the previous year. 
This particular point apart, it is 
virtually impossible to fault the S. 
Smith accounts, which this year make 
their appearance in a glossy cover and 
have been completely redesigned inside, 
though the general format remains 
unchanged. A feature of the presenta- 
tion which we continue to applaud is 
the excellent directors’ report, which 
provides an amplifying background to 
the figures in the accounts themselves. 
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Half Way House 

A partial change of format has been 
decided upon by Regis Property. Hitherto 
the profit and loss account has been 
presented with income on the right-hand 
page, and debits and net profit on the 
left, with the appropriation account 
underneath: the balance-sheet presenta- 
tion has been strictly orthodox, based 
on a total assets figure. Now the more 
modern tabular form of presentation has 
been adopted, enabling the whole of the 
profit and loss account to be accom- 
modated on one page. Somewhat sur- 
prisingly, the presentation of the balance 
sheet remains unchanged. 


**Special’”’ Depreciation 

A somewhat unusual treatment of 
initial allowances relief is to be found in 
the profit and loss account of B.H.D. 
Engineers. This has been deducted from 
profits as part of the over-all deprecia- 
tion charge, being shown as “special”’ 
depreciation. A note to the account 
explains that: “The charge for special 
depreciation approximates to the cal- 
culated amount of tax relief obtainable 
in respect of initial allowances on addi- 
tions to fixed assets during the year to 
March 31, 1959.” Since initial allowances 
are only in the nature of a loan, and are 
subsequently claimed back over the life 
of the asset in question, it is correct to 
regard them as part of the year’s normal 
charges on profits. More usually this is 
done by setting up a special tax reserve. 


South African Subsidiaries 

The form of Samuel Hanson’s profit and 
loss account has been modified and 
amplified “*. . . with a view, it is hoped, 
to making clearer the incidence and 
trend of profits and losses from trading 
as between the South African sub- 
sidiaries and the parent company in 
England.”’ This has been done by setting 
out separately at the foot of the profit 
and loss account a breakdown of the 
carry-forward figure. This shows that, 
whereas the parent is carrying forward a 
debit of £265,897, the subsidiaries still 
have a credit balance of £26,596, making 
the overall debit, as per the consolidated 
account proper, £239,301. So far as it 
goes this is commendable, but it is a 
pity that the breakdown has not been 
extended further—to the balance sheet, 
for example, where it would be useful to 
know what proportion of the assets is in 
this country and what proportion is 
overseas. However, the accounts of 
Tomango, incorporated in South Africa, 


‘are appended separately. 
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Readers’ Points and Queries 


Taxability of Payment for Trade Mark 

Reader’s Query.—Mr. H. S. is a pro- 
minent ladies’ hair-stylist. 

During 1955 he discovered that a 
certain chemical compound already 
well-known in the medical world as 
C. did—when simply diluted with water 
—make a successful anti-dandruff sham- 
poo. In June, 1956, Mr. S. obtained a 
registered trade mark R. 

Mr. S. had previously mentioned the 
matter to a friend who was about to 
proceed to Canada. After arrival in 
Canada the friend formed a company 
incorporated under the laws of Ontario. 
This company first purchased the under- 
lying formula from its then owners and 
then proceeded to manufacture and 
market the preparation in Canada and 
the United States. 

Chiefly due to the efforts of Mr. S.’s 
friend — a salesman of outstanding 
ability—the venture proved highly suc- 
cessful, and out of gratitude to Mr. S. 
(who so far had no interest in the com- 
pany and no expectation of gain) it was 
resolved to allot him 20,000 Preferred 
shares. The transaction was evidenced 
by an agreement of sale dated October 
12, 1956, the consideration for the 
shares being the sale of the registered 
trade mark. Despite the agreement, the 
parties mentally regard the shares as a 
gift—certainly Mr. S. had no power to 
compel the issue of shares. 

On January 18, 1958, consequent upon 
the takeover of the company by another 
one, Mr. S.’s shares were redeemed for 
$20,000 cash. The money has not so 
far been remitted or invested, and no 
income has been earned. 

Mr. S. now wishes to bring the money 
into the United Kingdom, and has first 
asked us to advise on the tax position. 


Reply.—The first point here is whether 
Mr. H.5S. has sold any trade marks before, 
so that the sale to the company is an 
adventure in the nature of trade. If not, 
then it can be argued that it was an iso- 
lated transaction not arising in trade. 
Compare the copyright decisions in 
Withers v. Nethersole (1948, 28 T.C. 
501) and Billam vy. Griffith (194/, 25 
T.C. 757). What was in the parties’ 
minds seems to be irrelevant in view of the 
agreement. But for the latter, the decision 


in Bloom v. Kinder (J958, 37 A.T.C. 
158) could have been applied. 

If the transaction is liable, the value of 
the shares at the date of the agreement 
should be the amount assessable. 


Keep and Accommodation of Husband 
Employed in Nursing Home 

Reader’s Query.—A wife who is a 
qualified nurse runs a nursing home. 
She employs her husband as a full-time 
assistant, paying him a low salary with- 
out charging him for his keep and 
accommodation, which he, like the 
wife, receives at the nursing home, all 
expenses being charged in the accounts. 
In the adjustment for keep and accom- 
modation, is it likely to be accepted that 
adjustment need be made only in respect 
of the proprietress (the wife), nothing 
being credited in the accounts for the 
husband, on the grounds that he is in 
receipt of a net wage plus keep? It is 
claimed that the expense of the hus- 
band’s keep is not expended for any 
reason distinct from the purposes of 
the trade. 


Reply.—In our opinion, the husband 
can be treated in the same way as any 
other employee, since the case does not 
appear to come under Section 161, Income 
Tax Act, 1952. 


American Director—Visits to United 
Kingdom 

Reader’s Query. — A newly formed 
private company has as one of its direc- 
tors an American citizen resident in the 
United States of America. He personally 
holds no shares in the company. An 
American company incorporated in 
Pennsylvania, of which he is the presi- 
dent, holds 40 per cent. of the authorised 
and issued capital, the remainder being 
held by British residents. 

It will be essential, in view of the 
highly specialised nature of the business 
of the company, for the American 
director to pay occasional short visits 
to this country. The question arises 
whether the payment of the expenses of 
such visits—travelling, hotel, etc.—and 
the compensation for his time will 
attract United Kingdom tax. 
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Reply.— Under Article X1 of the Double 
Taxation Agreement with the U.S.A.,a re- 
sident of the U.S.A. isexempt from United 
Kingdom tax on emoluments in respect of 
personal services performed in the U.K. 
in any year of assessment if he is present 
within the U.K. for not more than 183 
days in the year and the services are per- 
formed for or on behalf of a person resi- 
dent in the U.S.A. That appears to meet 
the case. Otherwise Paragraph 5 of 
Schedule 2, Finance Act, 1956, might be 
invoked. 
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BINDING OF VOLUME 70 


The index to Volume 70 (January-— 
December, 1959) will be enclosed with 
the January issue of ACCOUNTANCY. 

Simson Shand Ltd. will bind 
subscribers’ copies in a grey binding 
case with white lettering at a charge 
of £1 9s. 6d. Orders should be sent 
direct to Simson Shand Ltd., 12/14 
Parliament Square, Hertford, Herts, 
accompanied by the appropriate remit- 
tance, the monthly parts and the 
index. If the monthly parts are posted 
separately from the order and remit- 
tance, a note of the name and address 
of the sender should be enclosed. 

Any missing parts should be 
obtained from the Institute of 
Chartered Accountants in England 
and Wales, Moorgate Place, London, 
E.C.2, and included in the parcel 
sent to the binders. As the cases are 
of a standard size, complete sets 
only can be bound. 

Readers who wish to make their 
own arrangements for permanent 
binding can obtain a case for this 
purpose from Simson Shand Ltd. at 
the price of 10s. 9d. post free. 
Cases are available for earlier years, 
and orders for cases or for binding 
can be accepted for any year at the 
same charges. 

A temporary binder to hold up to 
twelve issues—which can be quickly 
inserted and removed—is obtainable 
from the office of the Institute at 
12s. 6d. (by post 13s.). 
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Publications 


Hire-Purchase Accounts and Finance. 
By H. Simpson Cook, F.c.1s., J. 
Anderson Hermon, A.c.A., and H. 
Pearse, A.A.C.C.A. 144 pp. (Gee & Co.: 
27s. 6d. net.) 


THIS BOOK BRINGS up-to-date Mr. C. W. 
Aston’s authoritative work on the 
subject, so filling a gap, which long 
needed to be filled, in the range of 
technical books. 

According to the publishers’ remarks 
on the dust jacket, the book is primarily 
written for the business executive. It is, 
however, advisable that the reader 
should have some accountancy know- 
ledge if he is to make full use of the 
information and advice given by the 
authors. 

The first forty pages are devoted to a 
brief survey of the various Acts which 
have a bearing on hire purchase and 
credit sale agreements, and several useful 
precedents are given. 

The following five chapters deal in 
considerable detail with office routines 
and accounting procedures as they affect 
the hire-purchase trader, the finance 
house and the hirer. The flow-charts, 
specimen forms and book entries should 
help a diligent reader to plan a system to 
suit his requirements, though some of the 
examples and the language in places are 
difficult to follow. 

A chapter deals briefly with certain 
effects of hire purchase payments on 
taxation liabilities. Methods of obtain- 
ing finance are very briefly described in 
the closing chapter, but it is to be hoped 
that, in future editions, this most 
important subject will be dealt with more 
fully and also that a chapter will then be 
included on the budgetary control of 
hire purchase businesses. G.K. 


Spicer and Pegler’s Book-keeping and 
Accounts. Fifteenth edition by W. W. 
Bigg, F.c.A., H. A. R. J. Wilson, F.c.A., 
and A. E. Langton, LL.B., F.c.A. Pp. 
xi+615. (A.F.L. (Publishers) Ltd.: £1 
15s. net.) 


THIS BOOK HAS been written primarily 
for the more advanced student, and it is 
mainly from his point of view that it 
must be considered. In the first nine 
chapters he is taken through the prin- 
ciples of accountancy to the preparation 
of company accounts under the Com- 
panies Act, 1948. 

Here, and here only, in the chapter on 
holding company accounts, the student 
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might tend to become more aware of the 
difficulties than of their solutions. This, 
however, is due to the difficulty of the 
subject rather than to any shortcomings 
in the text, with its wealth of examples 
and explanatory detail. 

The remainder of the book deals with 
mechanised accounting techniques, with 
very full details of the National and 
Powers-Samas machines, and mis- 
cellaneous accounts, including the ac- 
counts of stockbrokers and jobbers, 
farms, insurance companies and hire- 
purchase companies. 

The practising accountant will need 
this book for reference purposes only, 
and for a practitioner not in regular 
contact with such work the chapters on 
consolidated accounts, bankruptcy ac- 
counts and miscellaneous accounts 
should provide all that he requires. 

To sum up, the authors have laid 
such firm foundations that it now seems 
impossible for any edition to fall from 
the high standards of its predecessors— 
a fact for which examinees have, and 
surely will continue to have, reason to 
be thankful. G.G. 


Machine Accounting. By O. Sutton, 
M.S.M.A., A.C.LS. Third edition by L. M. 
Nation-Tellery. Pp. 269. (MacDonald & 
Evans Ltd.: 42s. net.) 
THIS NEW EDITION of what has under- 
standably become one of the more 
popular textbooks on its subject is 
stated to be a complete revision of the 
earlier work, which had remained 
substantially unchanged for sixteen 
years. It was disappointing, therefore, to 
find that, although the book contains 
some excellent material, it is far from 
comprehensive in its treatment of the 
principles of machine accounting. One 
gains the impression that the author’s 
undoubted enthusiasm for keyboard 
machines has caused him to have less 
regard for other forms of machine 
accounting, including punched card 
accounting. As a result about 85 per 
cent. of the book is concerned with 
keyboard machines and only 7 per cent. 
with punched card machines; the 5 per 
cent. devoted to integrated data pro- 
cessing would seem to be about right. 
The resulting lack of balance is 
further emphasised by the very meagre 
reference made to the use of addressing 
machines, dye-line and other photo- 
copying equipment in modern machine 
accounting systems. The use of such 
equipment, and of other quasi-mechani- 
cal devices, in association with conven- 
tional keyboard and punched card 
machines is becoming more and more 
widespread. A broad knowledge of the 
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possibilities of these devices is essential 
for anybody considering the mechanisa- 
tion of an accounting system. 

Despite these criticisms, there is a 
great deal of interesting and valuable 
material in the book, and the glossary is 
particularly useful in interpreting the 
jargon which is an inescapable part of 
present machine accounting language. 
On the whole, this is a book which 
should be read carefully by any person 
interested in machine accounting, and 
that should include every accountant, 
whether in industry or in the profession. 

L.W.S. 


Electronic Data Processing: I. An Intro- 
duction to Electronic Computers; II. 
Management’s Initial Considerations 
when Planning for a Computer. Pp. 18 
and 23. (The Association of Certified and 
Corporate Accountants: 2s. net each.) 
THE ASSOCIATION OF Certified and Cor- 
porate Accountants is planning a series 
of pamphlets on electronic data pro- 
cessing, addressed to accountants and 
also to managers at all levels. Two of 
these have now been published. The 
first, entitled An Introduction to Elec- 
tronic Computers, describes in a very 
condensed form the hardware of a com- 
puter installation. While this is very 
clear to the reader who already has a 
knowledge of computers, it is possible 
that others would not find such a brief 
description easy to follow. In some 
instances the lack of space has forced 
the writers to state as facts matters 
which are still disputed by manufac- 
turers or computer users. We wonder, 
in fact, whether it is wise to attempt to 
explain the actual machine to a potential 
user before he has any clear idea how it 
might be used. The remainder of the 
first pamphlet deals in outline with 
programming, the management ap- 
praisal, and the auditor’s approach. 

The second pamphlet, entitled 
Management's Initial Consideration when 
Planning for a Computer, in effect ampli- 
fies part of the first pamphlet and deals 
with the feasibility study. The mechanics 
of carrying out such a study in a 
medium-sized firm are very adequately 
dealt with. The main sections describe 
the establishment of a study group, the 
work the group must do to complete 
the study and the points to be covered 
in the final report to the steering com- 
mittee and the directors. 

In these first two pamphlets, however, 
no guidance is given based on the experi- 
ence of firms already using computers. 
For example, the study group in any 
firm will inevitably be faced with the 
choice of installing or hiring time on a 
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large computer, or starting with a small 
machine. A great deal of experience has 
now been accumulated on problems of 
this sort, and could afford guidance on 
broad principles. The smaller firms 
particularly call for considerable help 
on these lines, as the usefulness of com- 
puters to them is by no means clear. 
Two further issues in the series are 
planned, one dealing with the role of 
the auditor, and the other with the 
preparations required once the decision 
to proceed with a computer has been 
made. L.A.G. 


Differential Costs and Management 
Decisions. By D. R. C. Halford, 
0.B.E. Pp. ix+115. (Pitman: 15s. net.) 


THE DIFFERENTIAL Cost of any change in 
the activity of a business is the actual 
addition to its costs that the change 
entails, including not only the marginal 
costs but also any relevant changes in 
the fixed costs. Mr. Halford develops 
this concept from first principles, with 
diagrams plotting total and variable 
costs, sales revenue and the like against 
rate of production, and drawn to illus- 
trate increasingly complex situations. He 
classifies semi-variable and fixed over- 
heads into three categories of “‘stepped”’ 
costs: (1) machine depreciation, in a 
special category because it can change 
substantially for even a moderate change 
in activity, (2) costs associated with new 
buildings and major facilities, which 
step upwards only for large changes, and 
(3) administration and indirect activity 
costs, which move only moderately for 
even quite large changes, but can step up 
sharply for a very large change. His 
conclusion is that for all but large 
changes the differential cost will com- 
prise in effect the marginal cost plus the 
“applicable” machine depreciation, 
which forms the subject of an interesting 
discussion. 

Many will disagree with Mr. Halford’s 
contention that costs including a full 
fixed overhead allocation have no valid 
use, but he does demonstrate that the 
differential approach is essential in 
problems such as those concerning 
return on capital expenditure and eco- 
nomic use of floor space. Here he is in 
line with modern American practice, 
which emphasises actual cash effects; 
but, rather surprisingly, apart from in- 
vestment relief, he ignores in his 
examples the effect of tax. In an appen- 
dix he describes the use of after-tax 
return as “the proper, but far more 
complicated, method,” and suggests how 
an estimated net yield might be com- 
puted by interpolation; but in his text 


he computes only the period it would 
take for gross savings before deprecia- 
tion to pay off outlay, and the ratio of 
average gross return to initial outlay. 

Mr. Halford at one point (page 78) 
suggests that for a large expenditure 
project, where the differential cost 
includes fixed (“‘stepped’’) cost elements, 
the standard of profitability should be 
lower than for a smaller project, a view 
which seems to conflict with the prin- 
ciple of using a common yield standard 
for cash return on investment. He does, 
however, go on to discuss on their 
merits cases where cash is not the main 
limiting factor. 

These technical criticisms need in no 
way detract from the value of the many 
examples given in the long final chapter 
on “practical applications,” which 
includes capital outlay problems, a 
useful outline discussion of the problem 
of deciding whether to make or buy 
components when floor space is limited, 
and a number of examples from a 
different field—haulage—based on 
operating cost data from The Commer- 
cial Motor. Mr. Halford writes as one 
who has grappled with these problems 
over many years, and his book is the 
more welcome for being lucidly written 
and informed throughout with an 
awareness of the practical difficulties. 

H.J.H.S. 


Statistics. By A. R. Ilersic, M.sc.(ECON.), 
B.COM., F.LS. 12th edition. (H.F.L. 
(Publishers) Ltd.: £1 10s. net.) 


MR. ILERSIC’S BOOK is intended primarily 
for the non-mathematical student work- 
ing on his own for external and pro- 
fessional examinations. Its emphasis is, 
therefore, on the basic logic of descrip- 
tive statistics and statistical inference 
and not on computations, statistical 
formulae or mathematical proofs. It 
covers a very wide field, and this twelfth 
edition has two welcome new chapte’s on 
social and vital statistics. All students of 
commercial subjects and the social 
sciences should have a knowledge of 
most (ideally all!) of the topics treated by 
Mr. Ilersic. At Southampton University 
the Faculty of Economics presents a 
course which attempts to ensure that its 
students are so equipped, and it has been 
found that Mr. Ilersic’s book is the one 
that most closely fits the level and 
coverage of the course. 

To the student working entirely on his 
own my recommendation of the book 
would, however, be more qualified. 
Such students want a liveliness of 
writing, a lucidity of explanation and a 
freshness and wealth of carefully gradu- 


ated examples and problems, all to a 
high degree of excellence. Perhaps only 
the publishers of Paradise can offer such 
a book, and even there it would probably 
be a good deal more expensive than the 
modest price here below for Mr. Ilersic’s 
comprehensive text, which at least 
meets most of the above criteria 
competently. On the relevant topics— 
and to these Mr. Ilersic is an excellent 
guide—the lone student should look at 
Economic Arithmetic, by Marris, and 
Statistics: A New Approach, by Wallis 
and Roberts. E.B.B. 


Budgeting in Public Authorities. Pp. ~%9. 
(George Allen & Unwin: 28s. net.) 

THIS BOOK Is the report of a major 
research study of the Royal Institute of 
Public Administration. The study was 
financed by two grants of £1,500 each 
from the P. D. Leake Trust. The Royal 
Institute gathered together an exception- 
ally strong team of well-known peopie 
to cover the project; headed by Dr. R. S. 
Edwards, chairman of the North- 
Eastern Gas Board, the members of the 
group included representatives of central 
government, local government, the 
hospital service, coal and electricity, as 
well as private industry and private 
practice. They were ably served by the 
Research Officer of the Royal Institute, 
Miss J. S. Hines, M.A., who has since 
died as the result of a road accident. 

The bulk of the research was done by 
personal enquiries and interviews and the 
result is a comprehensive volume on all 
aspects of budgeting in public authori- 
ties. Well written, attractively printed 
and eminently readable, fully half of the 
book is devoted to revenue budgets. In 
the five chapters on these budgets the 
work deals separately with central 
government, the hospital service, local 
government and the nationalised in- 
dustries and examines closely their prac- 
tices and procedures in the preparation 
of budgets, the relationship between 
budgeting and policy making, the modi- 
fication, amendment and supplementing 
of budgets, and the comparison of 
results with budgets and forecasts. 
Differences between non-trading public 
services financed by taxes and rates, and 
trading services operating as commercial 
concerns, and the influence of these 
differences on budgetary procedures, are 
discussed. 

Two chapters deal with capital 
budgets, with pertinent comments on the 
need for long-term planning of capital 
expenditure if proper value is to be had 
from annual capital budgets. The need 
for the approval of individual capital 
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Plain talk about 
management control 


A data processing system, from the smallest punched card 
installation to the big jumbo sized computer, is simply a 
device to give you time to think. It doesn’t need most of 
next month to work out last month’s figures, and so you 
can go to your management meetings with facts that are 
news as well as history. You can get your figures early 
enough to take the right action. You can reload your plant 
before you miss the market, spot dead weight before you 
begin to feel it drag, blow out the bottlenecks before they 
begin to clog the works. The true picture of a company is 
a dynamic one, influenced not only by 
its own affairs, but by national, industrial 


and human factors. A data processing 
system can take into account any factors 
you decide are relevant to your company’s 
business. This is the beginning of scientific 
management control. 


Plain talk about I-C°T 


I-C-T make the widest range of data processing 
equipment in the world — computers, electronic 
calculators, punched card machines. Something to 
fit any company of any size. 


I-C:T are specialists in data processing 
I-C-T equipment will earn every penny of its keep 
in helping your organisation to run smoothly. 
E-xtend it to its limit and it becomes an instrument 
of management. I-C-T are using all their formidable 
resources to extend the techniques and applications 
of modern data processing. They are far more than 
just manufacturers of equipment. They are speciaiists 
in the use of data processing machines to promote 
and assist scientific management. 
I-C-T are at your service 
I-C-T will examine your problems and tell 
you precisely what they can do to help you. 
They are ready to advise you and to educate 
your staff in data processing techniques. 
is is ]-C-T service, using all the resources 
of Hollerith and Powers- two pion- 
eers of data processing. 


INTERNATIONAL COMPUTERS AND TABULATORS LIMITED 


HEAD OFFICE: 149 PARK LANE, LONDON, W.1 HYDE PARK 8080. OFFICES THROUGHOUT THE U.K. AND OVERSEAS 
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THIS THE 
HALL MARK 


Copy 
F.694 (27) 


HOUSE PURCHASE AND HOUSING ACT, 1959 
Designation pursuant to Section 1 


THE CITY OF LONDON BUILDING SOCIETY 
Register No. 95B. (County) London. 


The above-named society is designated for the purposes of section | of the 
House Purchase and Housing Act, 1959, this 16th day of June, 1959. 


Cecil Crabbe. 
@ SHARE DIVIDEND 33% p.a. income Chief Registrar of Friendly 
: tax paid by the Society Societies. 
@ Member of the Building Societies 17 North Audley Street, 
Association London W.1. 


@ Assets over £7,000,000 


@ A personal service established in the City 
of London for nearly a century 


NOTE The effect of “designation” is to bestow powers on trustees under Section one of the 
Trustee Act 1925 to invest funds of trusts in his hands on deposit with the Society up to 
amounts not exceeding £5,000 for any one trust. 


Write for informative booklet 

+ 
JHE GITY OF LONDON BUILDING SOGIETY 
Pd (Formerly Fourth City Building Society—Est. 1862 a* 
34 LONDON WALL, LONDON, E.C.2. MONarch 2527/6/7 * 


LET NOBLE LOWNDES ADVISE YOU ON 


Staff Pensions 


Since no two businesses are identical every pension 
scheme must be individually designed and serviced if 
it is really to fulfil the requirements of the employer. 
Widely varying degrees of seniority, length of service, 
productivity, responsibility and remuneration must 
be balanced and assessed against the background of 
the financial and administrative structure of the com- 
pany or firm in question. This is a job for specialists. 
NOBLE LOWNDES are the largest and most ex- 
perienced pension scheme consultants in the British 

Commonwealth. They have pioneered every 


major development in pension planning in this 
country for the past 25 years, including, for example, 
the first Top Hat scheme, and also the first cash 
gratuity scheme to be insured for hourly-paid 
employees. 

NOBLE LOWNDES employ actuaries, accountants, 
statisticians, legal and taxation experts, and other pen- 
sion specialists selected from 48 different msurance 
companies. Each of the 3,500 Companies—large and 
small—among our clients receives the same high 
degree of individual attention and service. 


Let NOBLE LOWNDES advise YOU on STAFF PENSIONS. 


She Noble Service 


NOBLE LOWNDES HOUSE LLOWNDES ST BELGRAVIA LONDON SLOANE 3465 (15 t.INES) 


Branches and 
Associated Companies 
at Home and Overseas 


Sydney and Wellington. 


BRITISH ISLES Belfast, Birmingham, Bristol, Cardiff, Cork, Croydon. Dublin, Glasgow, Hul!, Leeds, Liverrcol, 
London, Manchester, Middlesbrough, Newcastle upon Tyne, Nottingham, Romford, Sheffield and Southampton 
OVERSEAS Auckland, Bulawayo. Capetown, Durb:n, Johannesburg, Melbourne, Nairobi, Salisbury, 


Also represented throughout Canada and the United States of America, 
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projects and for adherence to a fixed 


capital allocation, so common in the_ 


public services, is described, with 
examples of the procedures adonted to 
secure the adherence. Nor are cash or 
finance budgets neglected, a chapter 
being allotted to the place of cash 
budgets in public administration as a 
reflection rather than a determinant of 
revenue and capital budgets, and as a 
timing mechanism for borrowing. 
There is a useful index and a compre- 
hensive bibliography and the reviewer 
found particularly commendable the 
practice of including a summary of 
main conclusions at the end of each 
chapter. E.S. 


Illustrations of Management Accounts in 
Practice. By A. G. B. Burney. Pp. 126. 
(Gee and Co. (Publishers) Ltd.: 30s. net.) 


AN ENGINEERING CONCERN, employing 
some 300 workmen, is used as the basis 
for the majority of the illustrations in 
this book. The author stresses, from 
time to time, that he is giving no more 
than examples of management accounts 
which he has come across in his own 
personal experience. He adds consider- 
ably to their usefulness by including a 
chapter at the end of the book on the 
further developments anticipated in the 
system upon which he bases his prin- 
cipal illustrations. 

Although in chapter 5 the author 
remarks that management accounts are 
a means to an end, that end being to 
control the costs of operations and the 
financial position of the business, he 
does in other parts discuss budgets and 
cash forecasts. In fact, one might have 
wished more emphasis to be laid upon 
some of the other points which are men- 
tioned only in quite brief paragraphs. 
For instance, he comments that cash 
forecasts should be reconciled with 
projected profit and loss accounts, and 
that the practising accountant should 
have some experience of what happens 
on the factory floor if he is to install a 
satisfactory system of management 
accounts. Both are essential require- 
ments and deserving of more space. 

The author brings out very fully the 
different types of variances which can 

_arise between actuals and standards on 
expenses and in cost of production. 
Everybody reading these chapters must 
find them of considerable interest as 
throwing a light on the sort of informa- 
tion which would be useful to him. If 
one reads these illustrations as an 
example of what can happen in any 
particular business, and takes clearly to 
heart the comments made by Mr. Bur- 
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ney that each particular business must 
devise its systems to its own liking, then 
unquestionably it is a book which can 
help to create interest in this aspect of 
accounting. 

Reference is also made to graphs and 
charts, which should be used sparingly. 
They certainly can mislead if they are 
badly drawn up, but on the other hand 
they can also be very illuminating in the 
interpretation of figures. 

Not enough stress has been laid upon 
the speed with which information should 
be produced for management purposes. 
A reference is made in one place to 
accurate data, but accurate data should 
be considered in the light of the speed 
with which the information is needed 
and the purposes for which it is going 
to be used. Management accounting 
information is primarily required to 
enable management to take effective 
action as soon as possible, either by 
recognising that something is going 
wrong in the business, or by reading 
into the figures a pointer to a change in 
trading conditions. 

Probably the most important of all 
the points that the author makes is con- 
tained at the bottom of page 49, where 
he states that the management account- 
ant must work in with departmental 
managers. I think those of us who have 
worked in industry realise that, how- 
ever good our ideas may be, it is in fact 
vital that we have the co-operation of 
managers in all departments where new 
methods are going to be introduced. It 
is unquestionably true that a good 
management accounting system can 
flounder if it has no satisfactory organ- 
isational link between top management 
and shop management; departmental 
accounting statements must be clearly 
understood by those who are going to 
use them, as well as welcomed and 
acted upon by the management. 

A.P.R. 


Books Received 


The Administration of Insolvent Estates in 
South Africa. By David Shrand, mM.com., 
A.S.A.A., C.A.(S.A.). Second edition. Pp. 
xx+500. (Juta & Co. Ltd., Cape Town; 
Sweet & Maxwell Ltd., London: £5 5s. net.) 


Seasonality and Elasticity of the Demand for 
Food in Great Britain since Derationing. By 
J. A. C. Brown. Pp. 12. (University of 
Cambridge Department of Applied Eco- 
nomics: Reprint for private circulation.) 
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The 1959 Income Tax Legislation. By A. S. 
Silke, M.COM., PH.D., C.A.(S.A.). Pp. 44. 
(Juta & Co. Ltd., Cape Town. Stocked and 
distributed in the United Kingdom and 
Europe by Sweet & Maxwell Ltd.: 16s. 6d. 
net.) 


“Consequential Loss Insurances and Claims. 


By Denis Riley. Second edition. Pp. x+ 

352+-13. (Sweet & Maxwell: £2 10s. net.) 
The first edition was reviewed in 

ACCOUNTANCY for March, 1957, page 143. 


Pension Schemes at the Crossroads: The 
Stewardship of the Life Offices. By A. S. 
Owen, F.C.1.1. Pp. 39. (Chartered Insurance 
Institute, 20 Aldermanbury, London, E.C.2: 
2s. net.) 

This paper won the Morgan Owen Medal 
of the Chartered Insurance Institute and 
will appear in its Journal next summer. 


The Directory of Opportunities for Gradu- 
ates, 1960. With a preface by the Rt. Hon. 
the Lord Godber. Pp. 248. (Cornmarket 
Press Ltd., 1 Lower James Street, London, 
W.1: 8s. 6d. net.) 

The 1959 edition was reviewed in 
ACCOUNTANCY for April, 1959 (page 221). 


Trade Union Law. By Harry Samuels, 
O.B.E., M.A., Barrister-at-Law. Sixth edition. 
Pp. xviiit+108. (Stevens & Sons Ltd.: 
17s. 6d. net.) 


Rate Collection 1958/59. Pp. 51. (/nstitute of 
Municipal Treasurers and Accountants: 


7s. 6d. net.) 


Some Seventeenth and Eighteenth Century 
Double-Entry Ledgers. By Basil Yamey, 
Reader in Economics, London School of 
Economics and Political Science. Pp. 12. 
Reprinted from The Accounting Review 
(Columbus, Ohio), Vol. XXXIV, No. 4, 


October, 1959. 


The 1959 Income Tax Legislation in the 
Federation of Rhodesia and Nyasaland. By 
A. S. Silke, M.COM., PH.D., C.A.(S.A.). Pp. 51. 
(Juta & Co. Ltd., Cape Town. Stocked and 
distributed in the United Kingdom and 
Europe by Sweet & Maxwell Ltd.: 21s. net.) 


Facts and Figures About British Railways. 
1959 edition. Pp. 44. (British Transport 
Commission, 222 Marylebone Rd., N.W.1: 
free on application.) 


Supplement to Income Tax Law and Prac- 
tice. 28th edition. By Cecil A. Newport, 
F.A.c.c.A., and H. G. S. Plunkett. (Sweet & 
Maxwell Ltd.: 5s. post free.) 


West Sussex Local Authority Finance, 
1959/60. Pp. 66. With Notes on the Tables. 
Pp. 22. (County Treasurer's Office, 
Chichester.) 

Copies are available for reference at 
public libraries in West Sussex. 
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Legal Notes 


Contract and Tort— 

Termination of Agricultural Tenancies 
It is well known that as a result of the 
Agricultural Holdings Act, 1948, tenants 
of agricultural holdings enjoy great 
security of tenure. The Act achieves this 
result by a combination of three pro- 
visions. Firstly, it lays down certain 
stringent conditions one or more of 
which must be fulfilled before a notice 
to quit from a landlord to a tenant is 
effective; secondly, tenancies for a fixed 
term of two years or upwards are not to 
terminate automatically at the end of 
the fixed term but continue as yearly 
tenancies unless and until an effective 
notice to quit is given; and, thirdly, 
tenancies for an interest less than a 
tenancy from year to year (for example, 
monthly tenancies or tenancies for a 
fixed term of six months) take effect as 
yearly tenancies. 

It has long been thought that one 
gap might be left in the tenant’s armour, 
for there appeared to be nothing in the 
Act to prevent a landlord from recover- 
ing possession at the end of a fixed term 
which was more than one year and less 
than two years in length. The existence 
of this gap has now been confirmed by 
the decision in Gladstone ». Bower 
[1959] 3 W.L.R. 815, where the landlord 
claimed possession of a farm which had 
been let to a tenant for a fixed term of 
eighteen months. The tenant argued that, 
although at common law a yearly 
tenancy could be determined at the 
end of the first year, a yearly tenancy of 
an agricultural holding could not be 
determined until the end of the second 
year because under Section 23 of the 
Act a notice to quit must not be less 
than twelve months in length: therefore 
a tenancy of an agricultural holding for 
eighteen months created an interest less 
than a yearly tenancy and took effect as 
a yearly tenancy. Diplock, J., held that 
the expression “tenancy from year to 
year” meant a tenancy which created an 
interest having the invariable charac- 
teristics common to all tenancies from 
year to year at common law, namely, 
that the interest must last for one year 
and, unless determined at the end of the 
first year by notice, would continue 
until determined by notice at the end of 
the second or any subsequent year. It 
followed that a tenancy for eighteen 
months certain was not “less than a 
tenancy from year to year,’ and the 


landlord was entitled to possession. 

It will be interesting to see whether 
landlords adopt eighteen-month tenan- 
cies in such numbers that the Govern- 
ment will introduce amending legislation, 


Contract and Tort— 

Rise and Fall Clause in Building Contract 
The standard form of building contract 
used by the London County Council 
contained a rise-and-fall clause provid- 
ing that an allowance should be made in 
the contract price if “the rates of wages 
payable for any labour employed in the 
execution of the works shall in con- 
formity with agreements between asso- 
ciations of employers and trade unions 
or with the decisions of a competent 
authority be increased above or de- 
creased below the corresponding rates in 
force at the date of the contractor’s 
tender . . . and the increase or decrease 
shall result in an increase or decrease of 
cost to the contractor in carrying out the 
works.”’ In London County Council ». 
Henry Boot and Sons Ltd. [1959] 1 
W.L.R. 1069, the House of Lords, 
reversing the decision of the Court of 
Appeal, held that the expression “rates 
of wages payable” did not include 
weekly payments made by employers to 
a management company for the purpose 
of providing holiday pay for their 
workmen. Their Lordships said that it 
was an essential element in a “wage” 
that it should be paid to the workman 


for work done by him. These payments. 
for “holiday credits’”’ were made for the 
benefit of the workmen concerned, but 
they were not paid to them, nor were 
they related to the work done by them. 
The benefit of these payments would no 
more be a “wage” than would be the 
benefit of a payment by the employer 
to a pension, superannuation or sick 
fund. 


Executorship Law and Trusts— 

Invalid Bequest 

In In re Endacott deceased [1959] 3 
W.L.R. 799, the Court of Appeal held 
to be void for uncertainty a bequest by a 
testator to a parish council “for the 
purpose of providing some _ useful 
memorial to myself.”” The Court held 
that the bequest was not an out-and-out 
gift to the parish council but imposed an 
obligation in the nature of a trust, and 
that this trust was not charitable. The 
Court then went on to deal with the 
most important question in the case, 
namely, whether the bequest fell within 
that “anomalous” class of trusts which, 
although not charitable, are treated as 
valid and effective because they are of 
a public character and can be properly 
controlled by the Court. The Court held 
that this class of trusts should not be 
extended; it was clear law that a trust, 
not being a charitable trust, must have 
ascertained or ascertainable beneficiaries 
in order to be effective, and to hold that 
this bequest was effective would be to 
validate almost limitless heads of 
non-charitable trusts, provided only 
that the rule against perpetuities was not 
broken. 


The Chartered Accountants’ 
Benevolent Association 


London, E.C.2. 


The principal object of the Association is the relief of necessitous persons who 
are or have been members of the Institute of Chartered Accountants in England 
and Wales, of their necessitous wives and children and of the necessitous 
widows and children of deceased members. 

All members of the Institute are invited to support the Association by the 
payment of an annual subscription or by donation. Some members may also find 
it possible to mention the Association in their wills. 

The Association is able from time to time to assist in finding accommodation 
in homes for aged members and their wives and for the aged widows of members 
in cases where a measure of care and attention is required which cannot be 
obtained by paying for it at normal commercial rates. 

Enquiries should be sent to the Honorary Secretary at Moorgate Place, 
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no, 
Christmas 
isn’t what 
it was 


We must, must we not, regret 
the passing of the traditional 
tranquility of Christmas at 
home. The march of progress 
has trampled tradition into our 
neo-Wilton nylon carpets and 
erected T.v. in its place. 

But there is, there is one 
consolation. Whilst Christmas 
at home may have lost its calm, 
its chaotic effect on your 
business is rapidly lessening. 
No reason now why youcan’t 
close your business for two or 
three days, without any danger of 
ulcers. Raise your glass then 
(we’ll join you) to business 
machines, which take care of 
routine, keep paperwork in its 
place, and never demand a 
holiday. As BULMERS have been 
saying for many a month, they 
do let you take time off yet 
still keep full control. 

A Merry Christmas to all 
business machine users. 
Bulmers Business Machines 
Limited, 47-51 Worship Street, 
London, EC2. Empire House 

St Martins-le-Grand, London ECl 
Branches and Agents 
throughout Great Britain 


BUSINESS MACHINES LTD 


ADDO ADDING/LISTING MACHINES , ADDO-X ACCOUNTING 
MACHINES - ADDO ADP - FRIDEN CALCULATORS - FRIDEN IDP - 
BULMER DUPLICATORS - ORLID DUPLICATORS - BULMER SYSTEMS 
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the Woolwic 


The Society has been designated by the Registrar of Building 
Societies as one which affords Trustee status on Deposit Accounts 
up to £5,000. 

For all Investors, including Trustees suitably empowered, 
‘Woolwich’ Share Accounts, also, offer security from loss coupled 
with a good Income-tax-paid yield. 

The Society has over 40 Branch Offices and is represented in 
most towns throughout the country. For the nearest Branch 
Office — consult telephone directory. 


WOOLWICH EQUITABLE BUILDING SOCIETY 


CHIEF OFFICE: Equitable House, London, S.E.18. 
Established 1847 Assets exceed £155,000,000 


Member of The Building Societies Association 
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to Recent Law 


STATUTORY INSTRUMENTS 

No. 1770. Carriage by Air (Non-International 
Carriage) (United Kingdom) (Amendment) 
Order. Extending the class of persons for 
whose benefit an action may be brought in 
respect of the death of a passenger. 

No. 1773. Foreign Compensation (Egypt) 
(Determination and Registration of Claims) 
(Amendment) Order. Amending definition of 
British Nationals in Order of 1959. 

No. 1774. Foreign Marriage (Amendment) 
Order, 1959. Adding Sudan to the Schedule of 
the 1947 Order. 

No. 1803. National Insurance (Contributions) 
Amendment (No. 2) Regulations. Increasing 
amount of items to be disregarded in deter- 
mining exception from liability to pay con- 
tributions. 

No. 1830 (C. 14). Nuclear Installations (Licen- 
sing and Insurance) Act, 1959 (Commence- 
ment) Order. Prescribing April 1, 1960, as 
date when Act shall come into force. 

No. 1837. Exchange Control (Import and Ex- 
port) (Amendment) (No. 2) Order. Permitting 
travellers to take out of U.K. £50 in sterling 
notes and the equivalent of £250 in foreign 
currency notes. 

No. 1877 (C. 15). Factories Act, 1959 (Com- 
mencement No. 1) Order. Prescribing the 
Sections of the Act coming into force on De- 
cember 1, 1959 and February 1, 1960. 

No. 1869. Road Vehicles Lighting Regula- 
tions. Consolidating regulations and minor 
amendments. 

No. 1860. National Insurance (Non-participa- 
tion—Certificates) Regulations. Providing for 
appointment of Registrars for issue of certi- 
ficates; and prescribing manner in which elec- 
tions and revocations are to be made. 

No. 1861. National Insurance (Non-Participa- 
tion—Benefits and Schemes) Regulations. 
Specifying conditions for treating occupa- 
tional pension benefits as the equivalent of 
State benefits and for recognition of pension 
schemes. 

No. 1887. Foreign Compensation Commission 
(Egyptian Claims) (Amendment) Rules. Re- 
voking rule fixing a time limit. 


DECISIONS OF THE COURTS 
Building Contract 
Appeal allowed by House of Lords. Holiday 
payments not includ: d in “rates of wages pay- 
able,” since it is essential element of a wage 
that it should be paid to the workman for 
work done by him. Here the contributions 
were neither paid by the employer nor related 
to the work done; therefore the contractors 
were not entitled to claim them under the 
contract. 

London County Council v. Henry Boot & 
Sons Ltd. (1 W.L.R. 1069). See page 684. 


Conflict of Laws 
A foreign sovereign by bringing an action in 
the English courts did not waive his immunity 
from counterclaims which were -unrelated to 
and independent of the subject matter of the 
action. 
High Commissioner for India v. Ghosh (3 
W.L.R. 811). 


Construction 
It was the duty of underwriters to make per- 
fectly clear in what sense a word was used in a 
document drafted by them. 

Adler v. Moore (T.N. November 5). 


Landlord and Tenant 

Held, that no particular form of notice is 
provided by Section 146 (1) of the Law of 
Property Act, 1925, and as the notice here was 
valid the additional reference to a non-existent 
covenant did not destroy the efficacy of the 
notice. 

Silvester v. Ostrowska (1 W.L.R. 1060). 


Practice and Procedure 
No jurisdiction in the Court of Appeal to hear 
application ex parte against refusal of master 
and judge in chambers to grant leave to see 
document filed at Central Office. 
Ex parte Associated Newspapers Ltd. (1 
W.L.R. 993). 


Rating 
Hospital maintained almost entirely for 
benefit of members of an industrial society 
not entitled to rating relief. 
Waterson v. Hendon Borough Council (1 
W.L.R. 985). 
As objects of College were charitable it was 
entitled to rating relief. An organisation did 
not cease to be charitable because incidentally 
and in order to carry out the charitable objects 
it was necessary to confer special benefits on 
its members. 
Royal College of Nursing v. St. Marylebone 
Borough Council (1 W.L.R. 1077). 
The London Library not entitled to rating 
relief for premises. 
London Library v. Cane and Westminster City 
Council (T.N. November 5). 
Convalescent home held not entitled to rating 
relief because main object of union was not 
concerned with advancement of education or 
social welfare. 
Working Men’s Club & Institute Union Ltd. 
v. Swansea County Borough Council (T.N. 
November 12). 


Shipping 
Exceptions clause in charterparty considered. 
Whether strike frustrated contract. 
Reardon Smith Line Ltd. v. Ministry of Agri- 
culture, Fisheries and Food (3 W.L.R. 665). 


Trust 

In application to approve variation of resi- 
duary trust in a will, since the variations were 
not to be carried out until after death of first 
tenant for life it was held that the order should 
contain a direction that the approved varia- 
tions should be carried into effect. 

In re Joseph's Will Trusts (1 W.L.R. 1019). 


ARTICLES 
Law Times 
Vol. 228, page 
Disablement Benefits and Damages .. 177 
Report of the Committee on Funds in 
Court .. is 178 
Sales by a Trustee to his Wife... 190 


Solicitors’ Journal 
Vol. 103, page 
The Rights of Light Act, 1959 .. 841 


Legal Aid and Taxation 7 .. 843 
The Territorial Seas and Fisheries Dis- 
putes .. -- 849 
No Responsibility for Repair . 
A Will of One’s Own . 861, 885, 930 
Preparation of Building Contracts 862 
“Gunning” for Executors 883 


Unsatisfactory Sections of the Sale of 


A Nice Simple Agreement 907 

Assignor’s Liability > 913 

“Control of the Company” Again 927 

New Ideas on Industrial Law .. 928 

“All Other Perils” in Marine Insurance 

ABBREVIATIONS 

All E.R. The All Il England Law Reports 

or The Times Newspaper 


. The Weekly Law Reports 
ote: Taxation cases and articles excluded 


The Dublin Society of 
Chartered Accountants 


The Chairman for 1959/60 of the Dublin 
Society of Chartered Accountants is Mr. 
John Love, F.c.A., a partner in Messrs. 
Cooper & Kenny, Chartered Accountants, 
Dublin, and a member of the Council of the 
Institute of Chartered Accountants in 
Ireland. Mr. Love was formerly Hon. 
Secretary of the Society of Incorporated 
Accountants in Ireland, of which at the 
date of integration he was Vice-President. 

The programme includes: 

January 20.—Luncheon meeting. “Ireland’s 
Future Industrial Programme,” by Mr. J. 
Lynch, Minister for Industry and Com- 
merce. 

February 4.—“The Finance Act, 1958, in 
relation to Pension Schemes,” by Mr. 
Patrick Moore, A.C.L1. 

February 16.—*Advertising Campaigns and 
Costs,”’ by Mr. John W. Tate. 

March 8.—Luncheon meeting. “Local 
Government Auditors and Accountants,” 
by Mr. J. G. McLaughlin, A.c.A. 

March 29.—Luncheon meeting. “Informa- 
tion for Management,” by Mr. W. L. 
McClelland, A.c.A. 

The Society will hold its annual general 
meeting on May 7, a dance on February 26, 
a golf meeting on May 28-30, and a dinner 
of the Industrial and Administrative group 
on May 6. 
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The Student’s Columns 


SOME LIFE ASSURANCE TERMS 


Days of Grace 

USUALLY THIRTY DAYS after the due date are allowed for 
payment of annual premiums; during that time an 
assurance is held in force subject to deduction of the 
outstanding premium in the event of the death of the 
life assured. Days of grace are not allowed for premiums 
paid monthly. 

(Here and throughout this article we are concerned 
only with “ordinary”’ life assurance, in which the sums 
assured are fairly large—say, not less than £100 and 
usually much more than that—and in which the pre- 
miums are paid by the assured person direct to the life 
office by post or by bankers’ order. We are not here con- 
cerned with “industrial” life assurance, or “home sav- 
ings” assurance, in which the sums assured are generally 
much smaller and in which the premiums are collected 
at the door every week or month by agents.) 


Surrender Values 

Each policyholder has, in effect, a share in the accumu- 
lated reserves going to make up the total life assurance 
fund. This share is his “‘reserve’’ and if a policy is dis- 
continued or surrendered the amount payable to the 
assured, an amount that is called the surrender value, 
cannot exceed his reserve. However, a policy-holder’s 
reserve is reduced by deductions made for (a) ‘the cost 
of putting through the surrender and (bd) other expenses. 
In the early years these deductions are relatively large, 
so that in those years the reserve, as depleted by the 
deductions, is low, forming only a small part of the 
premiums paid. From then on the ratio that the reserve 
(as depleted) bears to the premiums paid rises. The 
smallness of the ratio in the early years is mainly due to 
the heavy expense of issuing a policy. The premium in 
the first year must bear (a) a medical fee (save for the 
comparatively few assurances written without either 
medica] examination or enquiry by the office to the pro- 
poser’s medical adviser); (6) stamp duty; (c) commission 
to the agent; (d) the administrative and clerical work of 
preparing the policy. 

It follows that a policy does not acquire any surrender 
value until two or three annual premiums have been 
paid. 

Policies often contain conditions providing guaranteed 
minimum surrender values. Some offices show a scale of 
surrender values on the policy itself. 


Surrender values are paid after examination of title 
of the applicant and completion of forms of declaration 
of ownership and discharge by the policyholder. 

Policies of certain classes do not acquire surrender 
values. Among these classes are pure endowments (in 
which the sum assured is payable at a given age or at 
the end of a given term, but not at previous death) 
without return of premiums, and “term” assurances 
(temporary assurances, on which the sum assured is 
payable at death if it occurs within a fixed term of years). 


Paid-up Policies 

A paid-up policy is one for a reduced amount granted 
by the life office in respect of premiums already paid, 
upon no further premiums becoming payable—as when 
the policyholder decides he cannot keep up the payments. 
The assurance is of the same nature as the original con- 
tract. It is usual to insist that a certain number of annual 
premiums—often three—must be paid before a paid-up 
policy can be granted. Sometimes there is a minimum 
sum assured. Some classes of policies, those that do not 
acquire surrender values (see above), invariably carry no 
paid-up policy values. 

The calculation of paid-up policies under most classes 
of assurances is a matter for the actuaries, but for endow- 
ment and whole life assurances with limited payments 
the simple proportional system is usually adopted, as 
follows: 


Sum assured £1,000 
Total premiums payable 25 
Number of premiums paid 5 


Paid-up value 5/25ths of £1,000 =£200. 

The practice as regards bonuses (see below) varies: 
Some offices add the whole of the accumulated profits to 
the paid-up policy, others scale them down first. Some 
offices allow paid-up policies to share in future profits, 
others do not. 


Bonuses 

Originally all life policies were non-participating in 
profits, but as premiums were found to be more than 
adequate, part of the surplus accumulated in the life 
fund was paid back to the policyholders in the form of 
bonus. The practice became so popular that with-profit 
policies were issued. These policies give the right—on 
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payment of an appropriately higher premium—to share 
in the surplus. Usually the bonus is not guaranteed in 
any way and is entirely dependent upon the profit-making 
capacity of the life fund. It is added to the sum assured, 
at a rate of so much per cent. (see below) which is usually 
calculated every three or five years. The bonus becomes 
payable at the face sum when the policy matures, but 
it can be surrendered earlier and separately from the 
sum assured, at a discount below the face sum. 

Time has proved that with-profit policies are sound 
investments ; the modern tendency is for the distributable 
surpluses to rise. Practically always the extra premium 
is more than repaid unless there is a claim in the early 
life of the policy. There are various methods in use: 

(a) The simple reversionary. The surplus is returned as 


TAX ALLOWANCES 


APART FROM LIFE assurance relief, which is not covered in 
this article, the reliefs available to an individual are: 

(1) Earned income relief is available on the total 
earned income (including that of a wife): on the first 
£4,005 two-ninths, on the next £5,940 one-ninth. The 
maximum relief is therefore £1,550. Should the total 
income after deduction of annual payments, etc., be less 
than the earned income, the relief is on the lower amount, 
since the rest of the income must bear tax at the standard 
rate to cover the annual payments. National insurance 
contributions and annual payments are regarded as paid 
out of unearned income so far as that is available. 

(2) Age relief (two-ninths) is given to an individual 
who (or whose wife) is sixty-five or over where the total 
income is £800 or less. There is, however, a marginal 
relief in that where the total income is over £800 the 
maximum tax payable is that on £800 (with age relief) 
plus eleven-twentieths (that is, 11s. Od. in the £) of the 
excess. In an examination answer, the computation with 
and without marginal age relief should be shown to 
prove that it pays to make the claim. Where age relief is 
claimed, it supersedes any earned income relief. 

(3) A personal allowance is given of £140 to a single 
individual (or any other individual who cannot obtain 
relief as married), and of £240 to a married man whose 
wife is living with or maintained by him. An additional 
personal allowance is available to a married man whose 
wife has earned income—seven-ninths of the wife’s 
earned income, maximum allowance £140. Although 
pensions are earned income, a national insurance pen- 
sion does not attract the additional personal allowance 
unless it results from the wife’s own contributions. Like- 
wise a pension to a wife in respect of her husband’s 
services does not attract this allowance. Family allow- 
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a simple addition to the sum assured based on the 
declared rate per cent. 

(b) Compound reversionary. The method is as in (a), 
except that the bonus is calculated at the declared rate 
on the sum assured plus previous bonuses added to the 
sum assured. 

(c) Contribution method. The surplus is distributed 
according to the types of policies from which it has been 
derived and is paid in proportion to their contributions. 
Certain types of policy may well prove more profitable 
than others. If this is so, under the contribution method 
the distributable surplus is allocated to policyholders in 
varying proportions according to the type of policies they 
hold. It is an equitable method, but is administratively 
difficult. 


FOR INDIVIDUALS 


ances also do not qualify for the additional allowance, 
although they are treated as earned income and belong 
to the wife. 

(4) Age exemption is given to a single person aged 
sixty-five or over if the total income does not exceed 
£275, and to a married man who (or whose wife) is sixty- 
five or over if his total income does not exceed £440. If 
the total income is over the limit, the tax payable is not 
to exceed nine-twentieths of the excess (9s. Od. in the £). 

(5) Small income relief is given to an individual whose 
total income does not exceed £300—two-ninths. If the 
income exceeds £300 but is under £405, tax is limited to 
the tax that would have been payable on an income of 
exactly £300, plus two-fifths of the excess (8s. Od. in 
the £). 

(Care must be taken to chose the better of (4) and (5).) 

(6) Child relief is available for a child (including a 
stepchild) living at any time in the year of assessment. If 
under 11 years of age at the commencement of the 
tax year—£100; if over 11 but not over 16—£125; if 
over 16 and still at school, university or under voca- 
tional, etc., training—£150. No allowance is given where 
the child has an income over £100, excluding schoiar- 
ships, etc. The relief applies also to any child of whom 
the taxpayer or his wife has the custody and main- 
tenance. Where two or more persons claim for the same 
child, the allowance is apportioned as agreed or in 
proportion to the contributions to the maintenance. 

(7) Housekeeper and similar relief (£60) is available 
to: 

(a) A widower or widow. In this case the housekeeper 
must be either a female relative of the claimant or of his 
or her deceased spouse and resident with the claimant as 
housekeeper or to look after children, or some other 


yl 
¥ 
: 


688 


female employed by him or her for such a purpose. The 
married man and housekeeper allowances cannot both 
be claimed in the same year. 

(6) A single person (including a person divorced or 
separated) who has resident with him or her a female to 
look after a brother or sister or other child for whom he 
obtains child relief. 

(c) A married man entitled to the £240 allowance, for 
a female to look after a child for whom he obtains relief, 
provided his wife is totally incapacitated by physical or 
mental infirmity. 

(d) A female claimant (entitled to the £140 personal 
allowance) for a female to look after a child for whom 
she obtains relief, provided the claimant is similarly 
totally incapacitated or engaged full-time in an employ- 
ment, trade, profession, or vocation. 

(8) Dependent relative relief of £60 is given in respect of 
a dependent relative maintained by the claimant. If 
the relative’s income is over £135, the relief is reduced 
by the excess. The relative must either be the widowed, 
separated, or divorced mother or mother-in-law of the 
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claimant, or be incapacitated by old age or infirmity. The 
allowance is apportioned among claimants where relevant. 

(9) Relief for a daughter (£40) on whose services the 
claimant has to rely because of old age or infirmity of 
himself or his wife is given if the daughter is resident with 
and maintained by the claimant. 

(10) Reduced rate relief: of the income remaining after 
deducting the above reliefs and life assurance relief on 
policies taken out after June 22, 1916, the first £60 is 
charged at Is. 9d., the next £150 at 4s. 3d., the next £150 
at 6s. 3d. (that is, the first £360 costs £84) and the balance 
at 7s. 9d. From that resulting total, relief on earlier 
policies is deducted. Where the wife has earned income, 
reduced rate relief applies to so much of her earned 
income as remains after deducting those allowances 
which can be given only because of her earned income 
(these are normally earned income relief—treating her 


- income as the top slice of the joint earned income—and 


the additional personal allowance). Pensions and family 
allowances mentioned in paragraph (3) above are not 
included here. 


Notices 


The Accountants’ Christian Fellowship will 
hold a meeting for Bible reading and 
prayer at 12.30 p.m. on January 4 in the 
Vestry at St. Mary Woolnoth Church, 
Lombard Street, London, E.C.3. The Scrip- 
ture will be John, Chapter 15, verses 7-14 
(commandments of love). On January 26 at 
6 p.m., in the Oak Hall of the Institute of 
Chartered Accountants, Moorgate Place, 
E.C.2, Mr. Jack Wallace, LL.B., will give an 
address dealing with Christians who have 
been in prison: “Where do I go from 
here?” This will be followed by a short 
discussion. 


Sir Andrew Rowell, F.1.4., Chairman of the 
British United Provident Association, an- 
nounced at the recent annual general 
meeting that the subscription income has 
risen to over £3 million. Nearly 85 per cent. 
of this has been paid out in claims, while 
the cost of administration has fallen to 
below 10 per cent. About 750,000 persons 
(including dependants of subscribers, who 
number about 340,000) are covered. The 
general practitioners’ scheme, to help to meet 
the bills of the family doctor, has been widely 
welcomed. The Accountants’ Group of the 
B.U.P.A. was the subject of a note in 
ACCOUNTANCY for October, page 515. 


The United Kingdom branch of the Inter- 
national Fiscal Association, of which the 
President is Mr. Roy E. Borneman, Q.c., 
and the Chairman Mr. Charles W. Aston, 
A.C.A., has a steadily growing membership. 
The programme for 1960 includes addesses 
by Mr. Roy Borneman, Q.c., on “Duality 
of Residence of Limited Liability Com- 
panies”’ (January 12); by Mr. E. B. Nort- 
cliffe on ** ‘Country of Origin’ in relation to 
Income from Movable Capital and In- 
tangible Property” (February 10); and by 
Mr. H. J. Hinves on “A Taxation Code ina 
Developing Country (with special reference 
to the Central African Federation)’’ (March 
15). Particulars can be obtained from the 
Hon. Secretary, Mr. O. Brooks, A.C.1s., 
122 Leadenhall Street, London, E.C.3. 


Branches of the British Computer Society 
Ltd. have arranged programmes of meetings 
to be held during the next few months in 
London, Belfast, Birmingham, Cardiff, 
Glasgow, Hull, Leeds, Leicester, Liverpool, 
Manchester, Middlesbrough and Newcastle 
upon Tyne. They cover a wide range of 
topics, some of an accounting nature. 


The Addo Machine Co. Ltd. claims that 
the Addo-X 3541E combined add/listing 
and multiplying machine, which it has just 
introduced, has a unique feature in its 
storage register. This makes it possible for 
the machine to be used for many more 
applications than the usual type of printing 


calculator and facilitates the speeding-up 
of a wide range of calculations. 


A series of lectures on Electronic Data 
Processing (Random Access Method of 
Accounting and Control) will be given at the 
Northampton College of Advanced Tech- 
nology, St. John Street, London, E.C.1, on 
Tuesdays at 6.30, beginning January 19. 
The fee for the course of 12 is two guineas. 
These lectures are intended for potential 
users of automatic data processing systems, 
and include a visit to the I.B.M. machine 
centre to see their actual application. 


The official opening of De La Rue Bull 
Machines Limited was performed by Sir 
Christopher Hinton, K.B.E., F.R.S., M.A., 
chairman of the Central Electricity Genera- 
ting Board, on December 9, at the offices 
of the company at 114-118 Southampton 
Row, London, W.C.1. Among the speakers 
were His Excellency Monsieur G. Chauvel, 
French Ambassador, Mr. A. G. Norman, 
chairman of the new Anglo-French com- 
pany and Mr. P. Dreyfus of Compagnie des 
Machines Bull. This is the latest develop- 
ment of the De La Rue group. The French 
company, formed in 1922to develop the 
patents of the Norwegian engineer F. R. 
Bull, now employs over 6,000 workers in 
eight factories and is the largest maker 
of punched card machines and computers 
in Europe. Of its latest computer, Gamma 
60, capable of 100,000 operations a minute, 
it has already sold ten, of which the first 
will be delivered within a few weeks. 
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Company Secretaries and Accountants... 


ROYAL 7288 and our 


COMPANY PRINTING SPECIALISTS will relieve you 
of the printing problems on your Report and Accounts. 
ORIGINAL DESIGNS promptly tackled by our 

Design Studio. Proofing and printing by our 

DAY AND NIGHT PRINTING SERVICE 


FISHER & CO., LTD. 


NEW ISSUE AND COMPANY PRINTING DEPARTMENT 


6, CLEMENTS LANE, LONDON, E.C.4. 


KING’S DETECTIVES 


COMMERCIAL UNION 


Assurance Co. Ltd. 


| 


Confidential Investigations in Civil, Criminal, Commercial, 
and Personal cases. Surveillance discreetly effected. Internal 
Larcenies and cases of Fraud and Embezzlement investi- 


gated. Financial Inquiries and Investigations in Bankruptcy 
cases undertaken. Questioned Documents examined. Persons 
Traced. 


W. J. KING’S DETECTIVE BUREAU LTD. 
CHANCERY HOUSE, 53/64 CHANCERY LANE, LONDON, WC2 


HOLborn 0343/2860 kingtex, Wesicent, London 


Chartered Accountants 
are invited to apply 
for Agency facilities 


Head Office 
24 Cornhill 
London E.C.3 


ON MONDAY 7th DECEMBER 1959 
H. FOULKS LYNCH & Co. Ltd. 
OPENED THEIR NEW OFFICE AT 


4-7 CHISWELL STREET, LONDON, E.C.1I 


Branch Offices throughout the country 
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PLEASE HELP THESE CHARITIES 


£1,000,000 
9th Edition / 


P oppy Day is a wonderful expression of the 
A x A if O N public’s gratitude towards our ex-service community. 
But, so great are the calls made upon the Legion’s 
vast welfare organisation by distressed ex-servicemen 


and women and war widows, that even a record 
M A N | | A annual collection, stretched to the most economical 
limits, is not sufficient. The Legion is having to 


draw upon its reserves in order to give necessary help 
to ex-servicemen or women who are still suffering 


Income Tax and in the wake of two world wars, and also to the 
younger men whose lives have been shattered in Korea, 
Surtax Malaya, Suez and Cyprus. If this work is not to be 


curtailed then more funds are urgently needed. 

LAW AND PRACTICE Please advise your clients on the extreme importance 
of legacies and bequests in favour of British Legion 

Haig’s Fund—the largest welfare organisation of its 


A completely revised edition kind in the world. 
° ° If you would like to learn more about the Legion’s work 
written by bar risters and or if you require bequest forms, please write to— 
experts of wide experience BRITISH LEGION HAIG’S FUND 
PALI. MALL. LONDON, W. 
: PAL A N 
Edited by Telephone: WHitehall 8131 


PERCY F. HUGHES 


MY FUTURE... 


Gummed amendment slips are sent to 


all purchasers as occasion arises, noting 
changes in law and practice 
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ORDER FORM 


TO TAXATION PUBLISHING COMPANY LIMITED 
98 Park Street, London, W1 * MAY fair 7888 


Please supply copies of the NINTH EDITION depends on you! 


of the ‘TAXATION’ MANUAL at 26s 6d post free. Please help the 7,500 children in the care of Dr. Barnardo’s Homes 

by mentioning this good work whenever legacies and wills are dis- 
Name and Address cussed. All gifts go immediately to provide a happy family life for 
[BLOCK LETTERS PLEASE] needy, homeless or handicapped children. A special school for 


spastic and other physically handicapped children has recently 

been erected. Other projects are in mind to meet new needs. Please 

help us by reminding your clients of this great work. 

For forms of Bequest please write to the General Secretary’s Office 
(or ring STEpney Green 3400, Ext. 212) 


Remittance £ 8 d enclosed. 4 
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The Institute of Chartered Accountants 
in England and Wales 


Meetings of the Council 


AT SPECIAL AND ordinary meetings of the 
Council held on December 2, 1959, at the 
Hall of the Institute, Moorgate Place, 
London, E.C.2, there were present: Mr. 
C. U. Peat, M.c., President, in the Chair; 
Mr. S. J. Pears, Vice-President; Mr. J. 
Ainsworth, M.B.£.; Mr. E. Baldry, 0.B.£.; 
Mr. C. Percy Barrowcliff, Mr. W. L. Bar- 
rows, Mr. T. A. Hamilton Baynes, Mr. J. H. 
Bell, Mr. H. A. Benson, c.B.£.; Mr. P. F. 
Carpenter, Sir William Carrington, Mr. 
G. T. E. Chamberlain, Mr. D. A. Clarke, 
Mr. C. Croxton-Smith, Mr. W. G. Densem, 
Mr. S. Dixon, Mr. W. W. Fea, Mr. J. God- 
frey, Mr.G.G. G. Goult, Mr. P. F. Granger, 
Mr. L. C. Hawkins, Mr. J. S. Heaton, Mr. 
D. V. House, Sir Harold Howitt, G.B.F., 
D.s.0., M.c.; Mr. P. D. Irons, Mr. J. A. 
Jackson, Mr. H. O. Johnson, Mr. W.-H. 
Lawson, c.B.E.; Mr. H. L. Layton, Mr. 
R. B. Leech, M.B.£.; Mr. R. McNeil, Mr. 
J. H. Mann, m.B.£.; Mr. R. P. Matthews, 
Mr. W. Bertram Nelson, c.B.£.; Mr. W. E. 
Parker, c.B.£.; Mr. F. E. Price, Mr. P. V. 
Roberts, Mr. L. W. Robson, Sir Thomas 
Robson, M.B.E.; Mr. K. G. Shuttleworth, 
Mr. C. M. Strachan, o.B.£.; Mr. J. E. Tal- 
bot, Mr. E. D. Taylor, Mr. A. D. Walker, 
Mr. A. H. Walton, Mr. V. Walton, Mr. M. 
Wheatley Jones, Mr. E. F. G. Whinney, 
Mr. J. C. Montgomery Williams, Mr. R. P. 
Winter, c.B.E., M.c.; Mr. E. K. Wright, Sir 
Richard Yeabsley, c.B.£., with the Secretary 
and Assistant Secretaries. 


Exemption from the Preliminary 
Examination 

One application under bye-law 79 for 
exemption from the Preliminary Examina- 
tion was acceded to. ; 


Exemption from the Intermediate 
Examination 

Two applications under bye-law 85 (4) for 
exemption from the Intermediate Examina- 
tion were acceded to. One application was 
refused. 


Reduction in Period of Service under Articles 
Two applications under bye-law 61 for a 
reduction in the period of service under 
articles were acceded to. 


Registration of Articles 

The Secretary reported the registration of 
432 articles of clerkship during the last 
month, the total number since January 1, 
1959, being 2,423. 


Building Societies 

On the report of the Parliamentary Law 
Committee, following consideration of a 
memorandum from the Taxation and 
Research Committee, the Council author- 
ised the submission of a memorandum on 
Building Societies to the Chancellor of the 
Exchequer for consideration in connection 
with the legislation which he intends to 
introduce. 


Penalty Provisions of the Income Tax Acts 
On the report of the Parliamentary Law 
Committee, following consideration of a 
memorandum from the Taxation and 
Research Committee, the Council author- 
ised the sending of a letter to the Chairman 
of the Board of Inland Revenue in connec- 
tion with the review of the penalty provi- 
sions of the Income Tax Acts. 


Overseas Trade Corporations 

On the report of the Parliamentary Law 
Committee, following consideration of a 
memorandum from the Taxation and 
Research Committee, the Council author- 
ised the submission of a memorandum on 
Overseas Trade Corporations to the Chan- 
cellor of the Exchequer. 


The P. D. Leake Trust 

The Council approved for publication the 
accounts of the P. D. Leake Trust for the 
year to October 31, 1959, a report on the 
administration of the trust and a report of 
the P. D. Leake Committee. A booklet 
containing these reports and accounts may 
be obtained without charge on application 
to the offices of the Institute by any interested 
person. (It is expected that copies will be 
available by the end of December, 1959.) 


Admission to Membership 

The following was admitted to membership 

of the Institute: 

GILLINGWATER, JOHN ROBERT; A.C.A., 1959; 
54 Fairfield Avenue, Kirkella, East York- 
shire. 


Members Commencing to Practise 

The Council received notice that the 

following members had commenced to 

practise: 

BAKER, COLIN FREDERICK; A.C.A., 1958; 
(S. 1950); (Sheen & Co.), Moorgate Hall, 
Moorgate, London, E.C.2. 

BevAN, Davip Howarp; A.¢.A., 1959; 
(Howard Bevan & Co.), 19 Masson Avenue, 
South Ruislip, Middlesex. 


BLOWER, ROLAND STANLEY: A.C.A., 1958; 
(S. 1950); (Jackson, Vayro & Co.), Nine 
Alma Square, Scarborough; also at Kirby- 
moorside (Jackson, Mudd & Co.) and 
Whitby (Jackson, Stevens & Co.). 

CHIDELL, PAUL DOUGLAS ARNOLD; A.C.A., 
1936; (*Chidell, Gaymer & Co.), 64 South 
Street, Chichester, Sussex, and at Bognor 
Regis. 

CLARK, BRYAN Davin; A.c.A., 1953; (*O. 
Carter & Coley), Cheam House, Exeter 
Road, Bournemouth. 

Curry, Dennis STEPHEN; A.C.A., 1958; 
(S. 1931); (Dennis S. Curry & Co.), 16-17 
Devonshire Square, Bishopsgate, London, 
E.C.2. 

Evans, MALCOLM, M.A.; A.C.A., 1959; (Mal- 
colm Evans & Co.), 190A Upper Richmond 
Road, Putney, London, S.W.15. 

FEARNLEY, ALBERT ERIC; A.C.A., 1959; (A. 
Fearnley & Co.), 147 High Street, Newton- 
le-Willows, Lancs. 

Forrest, Davin; a.c.A., 1959; (*W. D. 
Burlinson & Co.), Wesley Chambers, 
Union Street, Dewsbury, and at Batley and 
Ossett. 

(Miss) Joyce ISABEL; A.c.A., 1959; 
47 Northfield Road, Stamford Hill, 
London, N.16. 

Goocu, ALAN; A.c.A., 1958; (S. 1953); 
(*Sowerby & Rushforth), 3 Parliament 
Street, Hull. 

Harpy, Peter FRANCIS; A.c.A., 1958; (S. 
1953); (*Hardy & Hardy), 18 Green Dragon 
Lane, London, N.21. 

HEBDEN, JOHN DempsTER: A.C.A., 1958; (C. 
Percy Barrowcliff & Co.), 55/57 Albert 
Road, Middiesbrough, and at Leeds, New- 
castle upon Tyne and Wakefield. 

Low, Greorrrey HADDEN; A.c.A., 1959; (R. J. 
Brooks & Co.), 7 Moorfields, Liverpool, 2. 

MANDER, ANTONY NORMAN; A.C.A., 1956; 
(Antony N. Mander & Co.), Hopetoun 
House, 5 Lloyd’s Avenue, London, E.C.3. 

Mossop, JOHN FLEMING; A.C.A., 1957; 
(Mossop, Wood & Co.), 24 Bank Street, 
Carlisle. 

NewTon, JOHN ALAN; A.C.A., 1959; (*H. J. 
Newton & Son), 139A High Street, Epsom, 
Surrey. 

Poe, Lestie HAMMOND; A.c.A., 1954; (Pole, 
Russell & Co.), 2 Salisbury Road, Leicester. 

PREECE, JEFFREY JAMES; A.C.A., 1957; (Frank J. 
Smith & Co.), 37-39 High Holborn, 
London, W.C.1. 

Price, ALEC MITCHELL; A.c.A., 1949; 1029 
Chester Road, Stretford, near Manchester. 

ROBERTSON, TIMOTHY; A.C.A., 1958; (John 
Stubbs, Parkin & Co.), 11 Stafford Street, 
Market Drayton, Salop, and at Liverpool. 

SUSSKIND, PAUL CHARLES; A.C.A., 1955; 
(Stuart Young & Co.), 29a Wimpole Street, 
London, W.1. 

THOMAS, PETER MELVILLE; A.C.A., 1957; 
169 Malpas Road, Newport, Mon. 

THOMAS, TERENCE JAMES COYNE: A.C.A., 1959; 
(T. J. Coyne Thomas & Co.), 21 Rhondda 
Street, Mount Pleasant, Swansea. 

Wayne, HAROLD; A.C.A., 1958; (Jacqmar, 
Wayne & Co.), 381c Nether Street, Finchley, 
London, N.3. 

WILson, EDWARD ARTHUR; A.C.A., 1958; 
(S. 1933): Gohn Wilson & Co.), 3 Beech 
Close, Walton-on-Thames, Surrey. 
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Road, Woking, Surrey, be excluded from 
membership of the Institute. 


Woop, JOHN ANTHONY; A.C.A., 1956; (Mossop, 
Wood & Co.), 24 Bank Street, Carlisle. 


Readmission to Membership 

It was reported to the Council that the fol- 
lowing readmission, made at the Council 
meeting on November 4, 1959, subject to 
payment of the amount required, had be- 
come effective. 


SHELDON, JOHN; A.c.A. (J. Sheldon & Co.), 26 
Broadway, Westminster, London, S.W.1. 


Change of Name 

The Secretary reported that the following 
change of name has been made in the 
Institute’s records: 


PIGRAM, ROGER FREDERICK to PYGRAM, 
ROGER FREDERICK. 


Resignations 
The Council accepted the resignations 
from membership of the Institute of: 


ALLEN, JAMES ELLIOTT; F.c.A., Mayfield, 
Argyle Road, Barnet. 

BALDING, HOWARD GERALD; A.S.A.A. (Davey, 
Balding & Co.), 33 Queens Road, Mel- 
bourne, Australia. 

HARRY; A.S.A.A.. 34 Upper St. 
Michael’s Road, Aldershot. 

Beespy, CHARLES RYLAND; F.C.A., 160 Western 
Road, Leigh-on-Sea, Essex. 

BROAD, PERCIVAL GORDON, M.A.; F.C.A., 
Priory Farm House, Park Lane, Reigate, 
Surrey. 

DEANE, RICHARD CHARLES; A.C.A., Muckridge 
House, Youghal, Co. Cork. 

HARRISON, CYRIL FREDERICK NIGEL, M.A.; 
A.c.A., The Crofton Hotel, 14 Queen’s 
Gate, London, S.W.7. 

Harrop, ARTHUR ERNEST; A.C.A., 12 Great 
Headland Crescent, Paignton, Devon. 

Hunt, (Miss) GILLIAN, A.C.A., 67 York Road, 
Guildford, Surrey. 

MosBERLEY, HENRY WALTER, M.C., M.A.3 
F.C.A., Stubdale, Grasmere, Westmorland. 
Pearse, HENRY GEORGE; A.S.A.A., 4 Brick 
Kiln Lane, Great Horkesley, Colchester, 

Essex. 

DONALD Roy; A.S.A.A., County 
Borough of Hastings, Borough Treasurer’s 
Office, 38-40 Wallington Square, Hastings. 

Price, EARDLEY EDWARD CARNAC, C.LE.; 
A.C.A., “East Braynes,” Wiveliscombe, 
Taunton, Somerset. 

Pye, BARRY JOHN LEAR; F.c.A., 6 Alexandra 
Terrace, Truro, Cornwall. 

ReEILLy, JOHN ARNOLD; A.S.A.A., 9 Collin- 
bridge Park, Whitewell, Belfast. 

SELLEY, JOHN REGINALD WREFORD; A.C.A., 16 
Pollards Hill West, London, S.W.16. 

WALTON, CyrRiL; F.c.A., 7 Grove Lane, 
Headingley, Leeds, 6. 

Woop, ARTHUR LESLIE; A.S.A.A., The Borough 
Treasurer, Stephyns Chambers, Bank Court, 
Marlowes, Hemel Hempstead, Herts. 


Deaths of Members 
The Council received with regret the Secre- 


Firms not marked ¢ or * are composed wholly of 
members of the Institute. 

+ Against the name of a firm indicates that the 
firm, though not wholly composed of members of 
the Institute, is composed wholly of chartered ac- 
countants who are members of one or another 
of the three Institutes of chartered accountants in 
Great Britain and Ireland. ‘ 

* Against the name of a firm indicates that the 
firm is not wholly composed of members of one or 
another of the three Institutes of chartered ac- 

itain and Ireland. 


countants in Great Britain 


tary’s report of the deaths of the following 
members: 


BAULF, WALTER JOHN, F.C.A., Bromley. 
BREWSTER, CLEMENT JAMES, F.C.A., Enfield. 
CAINE. JAMES HAROLD, A.S.A.A., Wallasey. 
CHAPMAN, REGINALD LEwIs, A.C.A., Deal. 
CLuCAS, JOHN ERNEST, F.C.A., London. 
DuGon, ARNOLD LOUIS, M.B.E., 
Boreham Wood. 
Evans, Davin REEs, F.c.A., London. 
FAWCETT, REGINALD ALDERSON, A.C.A., West 
Kirby, Cheshire. 
KNIGHT, ARTHUR REGINALD, F.C.A., London. 
MIDGLEY, GEORGE DUKE, F.c.A., London, 
SMITH, ANTHONY JOHN PETER, F.C.A., London. 
WESTON, RICHARD JAMES, F.C.A., Derby. 
WINSLET, VICTOR GEMMEL, A.C.A., Jersey. 


A.C.A., 


Findings and Decisions 
of the Disciplinary and 
Appeals Committees 


Finding and Decision of the Appeal Com- 
mittee of the Council of the Institute ap- 
pointed pursuant to bye-law 108 of the bye- 
laws appended to the supplemental Royal 
Charter of December 21, 1948, at a hearing 
held on November 4, 1959. 

The Appeal Committee heard an appeal 
against the Finding and Decision of the 
Disciplinary Committee of the Council of 
the Institute upon a formal complaint pre- 
ferred by the Investigation Committee of 
the Council to the Disciplinary Committee 
that Charles William Decimus Over, A.c.A., 
had been guilty of acts or defaults dis- 
creditable to a member of the Institute 
within the meaning of Clause 21, sub-clause 
(3), of the supplemental Royal Charter in 
that (a) he failed within a reasonable time 
or at all to deal with repeated requests and 
enquiries made to him by the Registrar of 
Companies in relation to a limited company 
of which he was appointed the receiver in 
February, 1958; (6) he failed within a 
reasonable time or at all to deal with re- 
peated requests and enquiries made to him 
by a limited company in relation to the 
position of the company referred to in (a) 
above; (c) he failed within a reasonable 
time or at all to deal with repeated requests 
and enquiries made to him by a firm in 
relation to the tax matters of that firm of 
which he was at one time auditor and 
accountant; (d) he failed within a reason- 
able time or at all to implement his promise 
(given to the Secretary of the Institute in 
two letters dated April 4 and 24, 1959) to 
deal with the matters set out in (a), (6) and 
(c) above, so as to render himself liable to 
exclusion or suspension from membership 
of the Institute. The Committee affirmed 
the finding of the Disciplinary Committee 
that the formal complaint against Charles 
William Decimus Over, A.c.A., had been 
proved under all headings and the Com- 
mittee affirmed the decision of the Dis- 
ciplinary Committee that Charles William 
Decimus Over, A.c.A., of 444 Commercial 


Finding and Decision of the Disciplinary 
Committee of the Council of the Institute 
appointed pursuant to bye-law 103 of the 
bye-laws appended to the supplemental Royal 
Charter of December 21, 1948, at a hearing 
held on November 4, 1959. ; 

A formal complaint was preferred by the 
Investigation Committee of the Council of 
the Institute to the Disciplinary Committee 
of the Council that an associate of the In- 
stitute was in June, 1959, at Bow Street 
Magistrates Court convicted on a charge 
that being the liquidator of a limited com- 
pany he failed to send to the Registrar of 
Companies a statement relating to the posi- 
tion of the liquidation of that company, 
contrary to Section 342 of the Companies 
Act, 1948, so as to render himself liable to 
exclusion or suspension from membership 
of the Institute. The Committee found that 
the formal complaint had been proved but 
the Committee decided that in the special 
circumstances no action should be taken. 


Members’ Library 


The Librarian reports that among the books 

and papers acquired by the Institute in recent 

weeks by purchase and gifts are the following: 

Accounts Analysis; by J. A. Mackinnon 
and L. J. E. Troupe, A.c.A.: 2nd edn. 
1959. (Gee, 8s. 6d.) 

Airline Price Policy: a study of domestic 
airline passenger fares; by P. V. Chering- 
ton. Boston. 1958. (Harvard Un., 60s.) 

All About Income Tax, house duty, and 
land tax ...; by C. Forward. 1900. (Pre- 
sented by D. F. Goode, F.c.A.) 

L’Art solide de Livre De comptes . . .; by 
Jean Coutereels. Middleburg. 1623. (N. 
Israel, £92 7s. 6d.) 

Bread and Circuses; by G. Schwartz. 1959. 
(Sunday Times, 12s. 6d.) 

British Universities and the State; by R. O. 
Berdahl. 1959. (C.U.P., 30s.) 

Budgeting in Public Authorities. (Royal 
Institute of Public Administration.) 1959. 
(R.1L.P.A., 28s.) 

Budgeting: principles and practices; by 
H. C. Heiser. New York. 1959. (Ronald 
Press, 80s.) 

Charlesworth on Negligence; by J. Charles- 
worth: 3rd edn. 1956. 3rd cum. supple- 
ment 1959. (Sweet & Maxwell, 84s. and 
7s. 6d.) 

Chitty on Contracts; by J. Chitty: 21st edn. 
by K. Scott, B. Clauson and others. 1955. 
2 vols. 4th cumulative supplement vol. 1. 
1958. Sth cumulative supplement vol. 2. 
1959; by F. M. Drake. (Sweet & Max- 
well, 155s. and 7s. 6d.) 

Companies Act, 1959. (Eire.) Dublin. 1959. 
(Stationery Office, 2s.) 

Construction Accounting and Financial 
Management; by W. E. Coombs. New 
York. 1958. (F. W. Dodge, 94s.) 


V 
“i ats 


Highly Successful Courses 


* FOR ARTICLED "CLERKS—Courses for the Chartered Accountants’ 


and Association Examinations. Over 29,600 Successes. 


dc FOR AUDIT CLERKS—Courses for A.C.C.A. 15,000 Successes. 


% FOR QUALIFIED MEN—I.C.W.A. Courses with concessions: 


and Training for Management. 
% FOR CAREERS IN INDUSTRY—I.C.W.A. Courses. 8,000 Successes. 


% FOR JUNIORS—Carefully graduated Courses 


Write to 


London, W.C.2 


105 Regent House, 
6 Norfolk Street, 


Auditing, and all Commercial subjects. Specialised Courses for the Prelims. 


THE SCHOOL OF ACCOUNTANCY 


105 Regent House, 
2 West Regent Street, 


Glasgow, C.2 


49 years of Successful 
Educational Service 


| THE 

| SCHOOL OF ACCOUNTANCY 
| 105 Regent House, 6 Norfolk Street, 
i London, WC2 

| Please send me post free and 
| without obligation a copy of your 
| Guide to Careers. 
| 

| 

| 

| 


in Book-keeping, 


*The Direct Way to Success’ 


Name 


105 


Thinking 


of 


There’s 
one very 
simple 
very 
satisfying 


You want a good — £10 to £5,000 


of interest; you 


to know that your money is 


investing ? | 


IF YOU HAVE 


want 


INVEST IT IN 


secure; you want to be able THE SECURITY 


to withdraw without formality 
at any time... 
wise, you'll choose the Halifax, 


So, if you're OF THE 


the largest Building Society in the HALIFAX 


world—outstanding in strength, 
security and service ! 


HALIFAX BUILDING SOCIETY 


HEAD OFFICE - HALIFAX - YORKSHIRE 


London Offices: 51 Strand, W.C.2 62 Moorgate, E.C.2 


136 Kensington High Street,W.8 


Consult Telephone Directory for address of nearest office 


LIFE 


ASSURANCE SOCIETY LIMITED 
(INCORPORATED IN THE UNION OF SOUTH AFRICA) 


BEST FOR 
ANNUITIES 


FUNDS EXCEED £30 million 


Example: 
MALE 65 


YIELD £11-4-0 p.a. 


Registered Office for the United Kingdom: 
CITY WALL HOUSE, FINSBURY PAVEMENT, 


LONDON, E.C.2 
TELEPHONE: MONARCH 5906/7 
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Performing such feats of courage as crossing 
Piccadilly in the rush hour by zebra, or if 
completely exasperated, by tight-rope, without 
betraying so much as a flicker of fear, shows the 

man with sang-froid. His secret? No worries about the 
future. He has taken out a Life Assurance. 

H The Legal & General make a point of regarding every 
4 Life Assurance policy as the very personal affair it should be. 
a We are always ready to give sound advice on any type 

—_——_—" «= of insurance, for anything or anybody, whether it is for 


— a bicycle or a pension scheme for a staff of a thousand. 


LEGAL & GENERAL 
ASSURANCE SOCIETY LIMITED 
CHIEF ADMINISTRATION: 188 FLEET STREET, LONDON, E.C.4. 


OFFICE EQUIPMENT Founded 1915 


timires 
The Institute seeks to promote the 


- settlement of disputes by arbitration; to 
~ afford instruction in the law and practice 
of arbitration; to admit qualified persons 
to .membership and foster their in- 


68 NEW BOND STREET, W.1 
Telephone: MAYfair 0977/8 


@ Board Room and Executive Office Suites terests; to maintain a panel of ex- 

perienced arbitrators; and to provide a 

@ General Office Furniture central organisation in furtherance of its 
@ Filing Cabinets—Cupboards—Shelving objects. 

@ Canteen Equipment Practice Arbitrations are arranged, 

@® Drawing Office Supplies often in co-operation with other pro- 

@ Carpets—Linoleum—Rubber Flooring fessional bodies, lecture meetings are 

er, eee held and examinations take place twice 
yearly. 

10 NORFOLK STREET, LONDON, W.C.2 


without commitment Temple Bar 4071 


xl 
Hey J 
> taN 4 
‘= 
4 
elie 
ait 
me 
' 


Differential Costs and Management Deci- 
sions; by D. R. C. Halford. 1958. (Pit- 
man, 15s.) 

Elements of English Law; by W. Geldart: 
6th edn. by H. G. Hanbury. 1959. 
(O.U.P., 7s. 6d.) 

The Elements of Estate Duty; by C. N. 
Beattie: 2nd edn. 1957. 2nd cum. supple- 
ment 1959. (Butterworth, 27s. 6d. and 
2s.) 

Elements of Taxation; by R. G. Williams, 
F.c.A.: 7th edn. (1959.) (Donnington 
Press, 10s. 6d.) 

Financial Analysis for Management; by 
R. B. Lewis. Englewood Cliffs, N.J. 1959. 
(Prentice-Hall, 200s.) 

House of Commons 1959. (The Times.) 1959. 
(The Times Office, 21s.) 

House Purchase and Housing Act 1959: 
List of “‘Designated’”” Members. (Building 
Societies Association.) 1959. 

Income Tax Law and Practice: 28th edn. by 
C. A. Newport and H. G. S. Plunkett. 
1958. Supplement 1959. (Sweet & Max- 
well, 30s. and 5s.) 

Internal Auditing; by W. W. Bigg, F.c.A., 
and J. O. Davies, F.c.a.: 2nd edn. 1959. 
(H.F.L., 21s.) 

The Key to Accounting and Costing; by 
J. A. R. Tainsh. 1959. (Charles Griffin, 
14s.) 

Kort begrijp van’t Italiaens Boeck-Houden 
. . .; by D. Kock. Middleburg. 1651. 
(B.M. Israel, £21 6s. 3d.) 

Organisation and Methods: a service to 
management; by G. E. Milward. 1959. 
(Macmillan, 63s.) 

Pinnock’s Catechisms of the arts and 
sciences; forming a complete Juvenile 
Encyclopaedia . . . in ten volumes: Vol. 
VIII containing arithmetic . . . geometry 
... navigation . . .; by Pinnock. (1823.) 
(Presented by J. F. Masters, F.c.A.) 

Preparing the Office Manual; by M. G. 
Kellogg. New York. 1959. (American 
Management Association, 18s. 6d.) 

Procedure Records: organisation and 
methods. . . . (Treasury.) 1959. (H.M.S.O., 
3s. 6d.) 

A Simple Guide to Shareholding and Com- 
pany Accounts; by J. Wood: 2nd edn. 
1959. (Putram, 10s. 6d.) 

The Technique and Practice of Costing for 
the Rubber Manufacturing Industry. 
(Federation of British Rubber and Allied 
Manufactureis.) 1959. (F. of B.R. and 
A.M., 15s.) 

The Use of Tests in Selection Procedure. 
(British Institute of Management.) 1956. 
(B.I.M., 5s.) 

The Valuation of Businesses, Shares and 
other Proprietary Interests. (Account- 
ants Research Committee.) (Johannes- 
burg, 1959.) (Joint Council of Chartered 
Accountants of South Africa, 10s. 6d.) 


Wall Street: the inside story of American 
Finance; by M. Mayer. 1959. (Bodley 
Head, 21s.) 

Work Measurement in the Office: a guide 
to office cost control; by E. V. Grillo and 
C. J. Berg. New York. 1959. (McGraw- 
Hill, 45s.) 


ACCOUNTANCY DECEMBER 


The Work of the Institute 


THE BRIGHTON DINNER Of the South-Eastern 
Society of Chartered Accountants was held 
at the Hotel Metropole on November 6. 
The President, Mr. W. T. Hunter, M.B.£., 
F.c.A., was in the chair and the company 
included Mr. R. C. Pascoe, 3.p., Mr. C. U. 
Peat, M.c., F.c.A. (President of the Institute 
of Chartered Accountants in England and 
Wales), Mr. Grant Currie, Mr. T. Paris, 
C.B.E., and other representatives of the 
professions, finance, commerce and the 
Inland Revenue. 

The toast of the Institute of Chartered 
Accountants in England and Wales and 
the Accountancy Profession was proposed 
by Mr. R. C. Pascoe, J.P., who pointed out 
that solicitors were bound to come across 
accountants a good deal “because of 
course we are similarly parasitic pro- 
fessions.” 

He thought it was true to say that ac- 
countants had become the financia! pioneers 
of commerce in this country, and this was 
very largely attributable to the work done 
by the Institute. Chartered accountants 
were held in very high repute not only in the 
City but throughout the provinces. 

He had been informed that the Institute 
dated from 1880, and was therefore of 
respectable age, though perhaps not of the 
same decrepitude as the Law Society. 
(Laughter.) 

Mr. C. U. Peat, M.c., F.c.A. (President of 
the Institute), responding to the toast, said 
that one of the problems in accountancy 
was the small firm and the small client; 
75 per cent. of the manufacturing firms in 
that district employed less than 200 people. 
He did not know how many accountancy 
firms there were with one partner, but the 
sole practitioner was in great difficulty if 
he fell ill, and the fact that he was alone 
made it difficult to specialise. 

He wondered if they would ever be able 
to arrange for the larger firms to assist their 
smaller brethren without prejudice to either. 

In responding to the toast of the Institute 
he felt he must refer to its staff. They were 
the people to whom gratitude was due in 
full measure. The total staff, including 
those dealing with the journal, ACCOUN- 
TANCY, now numbered 87, compared with 
43 before integration and 18 before the last 
war. These figures explained why the staff 
was now scattered over four different 
buildings—the Institute in Moorgate Place, 
No. 43 London Wall, and two separate small 
offices used by the staff of ACCOUNTANCY. 
He was hopeful, however, that there would 
be a considerable improvement in the near 
future, and they were also considering the 
future home of the Institute, which they 
hoped would be on its present site. 

When they had a staff of 18, Mr. Peat 
went on, the membership of the Institute 
was 13,000. It had risen to 20,000 prior to 
integration and was now 32,000. But the 
mere weight of numbers was greatly over- 
shadowed by the tremendous expansion in 
activities. Many members did not realise the 
extent of this expansion. First and foremost 
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there was the entry of the Institute into the 
technical field, which had meant an enor- 
mous amount of work for the Parliamentary 
and Law Committee, and the creation of the 
Taxation and Research Committee, without 
whose assistance the Council wouid never 
have been able to publish the large quantity 
of technical material now available for the 
assistance of members. 

Then they had the annual Summer Course, 
a vital and popular post-war development. 
There was also the journal, ACCOUNTANCY, 
and much miscellaneous greatness which 
had been thrust upon them like the P. D. 
Leake Trust. 

There were activities, too, in conjunction 
with other bodies, in particular the Ac- 
countants’ Joint Parliamentary Committee, 
the Chartered Accountants’ Joint Standing 
Committee, and the Joint Standing Com- 
mittee of the Universities and the Accoun- 
tancy Profession. The Secretary of the 
Institute was the Secretary of all these 
joint committees. 

All this expansion was in addition to the 
unbelievable volume of work involved in 
formulating, placing before members and 
impiementing the scheme of integration. It 
was impossible to describe all the work of 
organising the receipt and examination of 
applications, the correspondence, the issue 
of admission letters and formal certificates 
of membership which was now nearing 
completion. Also it would not have escaped 
his listeners’ notice that early this year, 
little more than twelve months after the 
effective date, the Institute had published a 
List of Members reflecting the virtual com- 
pletion of integration. 

He could perhaps give some idea of the 
extent of the day-to-day work if he men- 
tioned briefly the standing committees 
responsible for the Institute’s activities. 
Many of those present would have some 
appreciation of all the staff and paper work 
required to enable any committee to func- 
tion. 

The two major committees were the 
General Purposes Committee and the 
Parliamentary and Law Committee, the 
former concerned with general policy, 
organisation and a host of miscellaneous 
matters. The Parliamentary and Law 
Committee dealt with legal and technical 
matters, including all reports emanating 
from the Taxation and Research Com- 
mittee. The latter was itself a major com- 
mittee with an extensive network of sub- 
committees. 

Other important committees were the 
Overseas Relations Committee; the Investi- 
gation and Disciplinary Committee; the 
Examination Committee and the Articled 
Clerks Committee, both these being con- 
cerned with students; the Applications 
Committee concerned with admissions to 
membership, applications for fellowship, 
commencement of practice, re-admissions 
to membership and other matters; and the 
Finance Committee concerned not only 
with the growing volume of Institute finance 
but also with the various trusts created by 
the Institute in recent years. 
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Then there were the committees which 
met less frequently but were nonetheless 
important in their own spheres, such as 
the District Societies’ Committee concerned 
with the relationship between the Council 
and the District Societies, the Library 
Committee, the Summer Course Com- 
mittee and the P. D. Leake Committee. 
Finally there were all the joint committees 
with other bodies. 

Not content with all this the Council had 
set up two special committees concerned 
with matters which were vitally important 
to the Institute. First the Education and 
Training Committee to examine the whole 
system of training for the profession and, 
more recently, the Technical Activities 
Committee to undertake a con., ‘*te review 
of activities and objectives in the technical 
field. Both these special committees were 
involving the staff in extensive additional 
work. 

No praise was high enough for Mr. 
Maclver and his staff, and he would like to 
pay personal tribute to Mr. Maclver for 
his quiet and kindly assistance and com- 
petent direction of affairs. One of his great 
assets was that of being completely 
“unflappable.” 

A more than normal tribute was due 
from the Council this year to District 
Societies. Over the last two years or so they 
had been asked for a great deal of informa- 
tion and assistance before Council decisions 
were framed. 

Mr. R. McNeil, F.c.A. (a past-President 
of the Society), proposed the toast of the 
guests, and Mr. Grant Currie (a past- 
president of the Sussex Farmers’ Union) 
replied. 

The toast of the South-Eastern Society 
of Chartered Accountants was proposed by 
Mr. T. Paris, c.B.€., an ex-Inspector of 
Taxes. 

Mr. W. T. Hunter, M.B.E., F.c.A. (Presi- 
dent of the South-Eastern Society) res- 
ponded. 


Exacting Years Ahead 


THE TENTH ANNUAL dinner of the North 
Yorkshire and South Durham Branch of 
the Northern Society of Chartered Accoun- 
tants was held at the King’s Head Hotel, 
Darlington, on November 11. Mr. E. B. 
Goldson, A.c.A., the Chairman, together 
with Mr. C. U. Peat, m.c., F.c.A. (President 
of the Institute of Chartered Accountants 
in England and Wales), welcomed the 
175 members and guests, who included 
Mr. H. E. Wincott, director and editor-in- 
chief, Investors Chronicle, Mr. C. W. Boyce, 
C.B.E., F.C.A. (a past-President of the Insti- 
tute), and many representatives of other 
professional bodies. 

Mr. H. E. Wincott, director and editor- 
in-chief, Investors’ Chronicle, proposing the 
toast of the Institute of Chartered Ac- 


countants in England and Wales, said that, 
in the past, accountants and financial 
journalists had had their differences, but he 
did not want to rake up old questions like 
replacement cost versus historic cost. 

The probability today was that we were 
through the worst of the post-war infla- 
tionary period, and, if that was so, then 
most of the problems that had perplexed 
them in their profession would be over. 

Before asking Mr. Peat to respond, the 
Chairman recalled that Mr. Peat had been 
a founder member of the Branch and was 
the first member of the Northern Society to 
have been elected President of the Institute 
since the Society was formed in 1883. 

Mr. C. U. Peat, M.c., F.c.A. (President of 
the Institute), responding, felt that some 
very nice things had been said about their 
profession by Mr. Wincott and, coming 
from someone as well versed as he, they 
were a considerable compliment. But as 
time went on they would have to earn that 
compliment, for the ten years ahead were 
going to be some of the most trying of all. 

Darlington, he continued, was part of 
a thriving industrial community on Tees- 
side, which was a very important area so 
far as the Institute was concerned and poten- 
tially one of the most rapidly expanding 
industrial districts in the United Kingdom. 
It covered a varied and important cross- 
section of industrial enterprises—steel, 
chemicals, shipbuilding, heavy and light 
engineering, etc., as well as possessing one 
of the best ports on the east coast and a 
splendid railway system, which would soon 
have the biggest marshalling yard in the 
country. 

There were two main problems to Tees- 
side expansion: housing and water. The 
former they could deal with, the latter 
would be intractable until further reservoirs 
were provided. This was not the occasion to 
deal with the difficult problem of pollution, 
but as an accountant he had often wished to 
have the chance of checking the heavy 
costs and unemployment which, they were 
so often told, would result from any 
attempt to cleanse the river. He would 
dearly love to ascertain the cost of a grossly 
polluted river, not only from an extraction, 
filtering and eventually an industrial point 
of view, but also from the angle of the 
health and morale of the people who lived 
on Teesside. Incidentally, before pollution 
there was an annual catch of 16,000 salmon 
and sea trout, which today would be worth 
many thousands of pounds. 

“You may well ask what has this to do 
with the Institute of Chartered Accountants. 
My answer is that it has everything to do 
with our profession.’”’ If Teesside was to 
expand on a sound basis, this must be 
founded on precise information, and 
chartered accountants, whether in industry 
or practice, had a vital and essential role to 
play in providing the information and 
collating it so that it could be readily 
appreciated and used to form future policy. 
Clients required to see from their balance 
sheets and profit and loss accounts a 
regular and prompt record of their achieve- 


ments. They were now entering a period of 
work study and management accountancy, 
and they must not only provide the men to 
do this work and be prepared to assist them 
in their efforts, but also be in a position to 
gear the results of their labours into the 
final picture. 

The future was full of promise, the 
President believed, but it was going to be 
one of intense competition, and as chartered 
accountants it was their duty and privilege 
to do all they could to help efficiency in both 
the great and the small industrial concerns 
of our country, so that the welfare of all 
might be promoted. 

The toast of the guests was proposed by 
Mr. J. H. Eltringham, M.B.£., T.D., B.COM., 
F.C.A., the response coming from Mr. C. F. 
Meikle (President, Durham and North 
Yorkshire Law Society). 


Fifty Years On 


MORE THAN 300 members and _ guests 
attended the annual dinner of the Northern 
Society of Chartered Accountants held at 
the Old Assembly Rooms, Newcastle, on 
November 13. Mr. P. Cooper, T.D., F.C.A. 
(President), was in the chair, and the guests 
included the Deputy Lord Mayor of New- 
castle upon Tyne (Councillor F. Russell), 
Sir William Scott, 0.B.£., 3.p., Mr. C. U. 
Peat, M.C., F.C.A. (President of the Institute 
of Chartered Accountants in England and 
Wales), Mr. G. R. Hodnett, T.p., B.A. 
(President of the Newcastle upon Tyne 
Incorporated Law Society), and other 
representatives of professional bodies, 
commerce and the Inland Revenue. 

Sir William Scott, 0.B.£., J.P., proposed 
the toast of the Institute of Chartered 
Accountants in England and Wales. The 
manufacturing industries, he said, were 
doing all they could to increase exports for 
the benefit of the nation and had great need 
of help from accountants to solve their 
problem of export finance. 

Sir William had always known the name 
of Peat, he asserted, but this was the first 
time that he had had the pleasure of 
meeting him. Quite apart from his pro- 
fessional qualifications, he had been success- 
ful in every phase where the speaker had 
failed. “‘As a cricketer Mr. Peat could hold 
a place in any first team—I managed to 
stay with the reserves. In the First World 
War he got a commission—I, like Napoleon 
and Hitler, was a fully-paid corporal. In 
later life he got into Parliament—when I 
tried I was slung out. On my first visit to 
America I was detained on the ship for 
about six hours, and had visions of being 
sent to Ellis Island—but Charles Peat 
succeeded in getting there for one day. I 
hear that he used to sing, and there again, 
if he wants to sing tonight, I must content 
myself with accompanying him by tickling 
the ivories. (Laughter.) 
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“What an important part your profession 
plays in the welfare of this nation! You 
relieve us of a lot of worries, and I have the 
greatest pleasure in proposing your pros- 
perity tonight. At the same time I would like 
to couple with that my congratulations to 
all those young people who this year have 
succeeded in getting through your examina- 
tions. How they do it, I don’t know.” 

Responding, Mr. C. U. Peat, M.c., F.C.A., 
expressed the gratitude of the Institute to 
the officers of the Northern Society. “With 
integration and the new research programme 
of the Institute, the Council’s demands on 
your Society have been many and heavy, 
and they have all been efficiently dealt with. 
Thank you very much.” 

The Institute was now in its eightieth 
year; it had grown from a thousand or so 
more or less unqualified men largely en- 
gaged on bankruptcy work to a profession 
of 32,000 highly qualified people, prepared 
to serve the community in all the manifold 
branches of the accountant’s art. 

Fifty-two years ago, said the President, 
his father, speaking in this great city as 
President of the Institute, claimed that the 
Institute, then twenty-seven years old, had 
“brought its members out of oblivion to a 
position of great responsibility.”” Today his 
son claimed that the half-century that had 
passed had seen those responsibilities 
immeasurably increased, and the capacity 
to meet them kept continuously up to date. 

Many things they had learned, but one 
before all others: that they must not content 
themselves with the historic review of 
clients’ accounts, but equip themselves to 
help clients plan their progress by all known 
aids, present and to come. Accountancy 
was not a static art and they sought to 
assist their clients to build for the future. 

As the Institute increased in numbers» 
there was increasing difficulty in maintain- 
ing that sense of cohesion, that sense of 
communal effort, which was the vital 
inspiration in any profession. When, on 
qualification, members ceased to be in- 
terested in the collective progress of their 
profession, then that profession would 
start to wither from its fringes, with dire 
results for the firms who had dissociated 
themselves from the main body of research 
and progress. 

To combat this possibility, the Council of 
the Institute had distributed to each member 
a handbook which contained all the Council 
recommendations, and was continuously 
kept up to date. 

The District Societies, they all recog- 
nised, had done a wonderful job in keeping 
their members in touch with the march of 
progress, and through residential and other 
courses giving them the chance ot keeping 
abreast with the latest developments. 
Every year the Oxford Summer Course 
attracted between 200 and 300 people, and 
was so over-subscribed that they were 
thinking of holding two Courses. The 
Course provided some first-class lectures 
and was a great forum for the exchange of 
ideas. 

Lastly, but by no means least, there were 
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the Students’ Societies, which were re- 
garded as of vital importance, because the 
students of today would be the chartered 
accountants of tomorrow. 

The Students’ Societies provided good 
fellowship as well as good training, and 
they must be most grateful to all those who 
with unselfish inspiration helped to make 
them so successful. In short the Institute 
was moving forward in steady purposeful 
strides into an ever-changing industrial 
world. 

The President’s final words were those of 
his father in 1907: “We can look with 
confidence to the future, realising that the 
experience, the efficiency, the honour and 
the uprightness of our members will remain 
for their successors, as it has been for us, a 
guarantee that those who will have the 
honour of replying to this toast in future 
years will have the same story to tell of 
prosperity for the Institute and public 
confidence in its members.” 

Colonel R. Mould-Graham, 0.B.£., M.c., 
T.D., D.L., F.C.A., proposed the toast of the 
guests. He would like to give a particularly 
hearty welcome to the Deputy Lord Mayor 
of Newcastle and the National President. 

Mr. G. R. Hodnett, T.p., B.A. (President 
of the Newcastle Incorporated Law Society), 
replied to the toast, pointing out that in 
their respective professions they faced very 
much the same kind of problem—an in- 
creasing pressure of work that must be 
cleared. They simply must encourage 
young people to come in and take their part. 


Accountants and 
the Pottery Industry 


THE ANNUAL DINNER Of the Stoke-on-Trent 
Area Branch of the Birmingham and Dis- 
trict Society of Chartered Accountants took 
place on November 11 at the North Stafford 
Hotel, Stoke-on-Trent. Mr. C. C. Bullock, 
T.D., J.P., A.C.A., was in the Chair, supported 
by 150 members and guests, who included 
Mr. S. J. Pears, F.c.A. (Vice-President of the 
Institute of Chartered Accountants in Eng- 
land and Wales); Mr. R. H. Plant, T.p., 3.P. 
(Vice-President of the British Pottery Manu- 
facturers’ Federation); Mr. V. A. Mc- 
Knight (President of the North Stafford- 
shire Law Society); Sir George Wade; 
Mr. S. Dixon, M.A., A.c.A. (Member of the 
Council of the Institute), and representa- 
tives of professional bodies, commerce, 
finance and the Inland Revenue. 

Mr. R. H. Plant, T.p., 3.P. (Vice-Presi- 
dent, British Pottery Manufacturers’ Federa- 
tion), proposed the toast of the Institute 
and spoke of the vital role accountants had 
played in the reorganisation of the pottery 
industry by introducing vastly more accu- 
rate methods of costing and of general 
control. In the near future, he believed, 
their financial advice would be sorely 


needed again to meet increasing competi- 
tion. 

Replying to the toast of the Institute, 
Mr. S. J. Pears, F.c.A. (Vice-President of 
the Institute), referred to the great amount 
of reorganisation being carried out at 
Moorgate Place owing to the growth of the 
profession and to integration. He spoke of 
the progress made by the Stoke-on-Trent 
Branch in increasing membership and 
interest in the work of the Institute. 

The Branch Chairman, Mr. C. C. 
Bullock, T.D., J.P., A.C.A., proposed the 
toast of the guests, and Mr. V. A. Mc- 
Knight, President of the North Stafford- 
shire Law Society, responded. 


The President Gazes 
into his Crystal 


MR. F. H. WALSH, F.C.A., President of the 
Manchester Society of Chartered Account- 
ants, presided at the annual dinner which 
was held at the Midland Hotel, Manchester, 
on November 19, and attended by about 
400 members and guests. The principal 
guest was Sir Leonard Stone, 0.B.£., Vice- 
Chancellor of the County Palatine of Lan- 
caster, who proposed the toast of the 
Institute of Chartered Accountants in Eng- 
land and Wales. 

A high standard of qualification was 
demanded for membership, Sir Leonard 
said. He recalled that, many years ago, 
when an eminent King’s Counsel sent his 
son into the offices of a chartered account- 
ant for twelve months before being called 
to the Bar, it was felt that the young man 
was wasting a year. Since then, however, 
Sir Leonard declared, he had never ceased 
to marvel at the wisdom of the young man’s 
father. 

In reply, Mr. C. U. Peat, m.c., F.C.A. 
(President of the Institute), said that some- 
times it was good to gaze into the crystal, 
and he was going to do so tonight to see 
what the future might hold for their pro- 
fession. His listeners would appreciate, he 
was sure, that his ideas were entirely per- 
sonal. 

For some years past their audit procedure 
had been tending away from a detailed 
checking of the books and moving instead 
on lines which reflected more closely the 
main objective, which was the verification 
of the assets and liabilities and the appraise- 
ment of the balance sheet and profit and 
loss account from the standpoint of whether 
these showed a true and fair view. He 
believed that within twenty years there 
must be further development along these 
lines to the extent of superseding much of 
the present audit procedure. Much more 
attention would then be paid to an intelli- 
gent examination and testing of the account- 
ing system and the internal controls; further 
developments in mechanisation and elec- 


ag 
4 
4 
Fi 
Re 
‘we 
ig 
% 


694 


tronics must, of course, affect procedures 
and eliminate much of the time-wasting 
drudgery of casting and posting. 

What he had predicted so far obviously 
applied to the larger industrial concerns. 
The speaker now turned to that most im- 
portant and numerous section of industry 
represented by the smaller companies and 
sole traders. It seemed fairly certain that 
the writing up of incomplete records by 
highly skilled accountants would be un- 
economic for the small trader, and that 
there must be some alternative to his being 
thrown back upon the services of more or 
less unqualified men. 

At this point the President took another 
look into the crystal and what he saw was 
the likelihood that over a period of years all 
commercial paper work such as cheques, 
sales invoices and purchase invoices would 
become standardised for size and layout, so 
that they could be directly used in a punched 
card system or an electronic computer. In 
every town of any size there would be at 
least one computer centre to which shop- 
keepers and other small businesses would 
take their records weekly or monthly to be 
processed—just as the ladies of today took 
their washing to the launderette and 
smoked a cigarette while their work was 
done by machinery. 

From the records so completed the quali- 
fied accountant would draw up a set of 
accounts and advise his client on any 
desirable improvements in layout, assisting 
him to conduct his business with increasing 
efficiency. 

“TI must not be too flippant,” Mr. Peat 
continued, ‘“‘but when mechanised account- 
ing was first introduced it was predicted 
that the accountant would soon be a man 
with an oilcan. Perhaps it would be logical 
for me to predict that in twenty years’ time 
the accountant will carry a Geiger counter 
when looking for a radioactive difference 
in an electronic trial balance.” 

In a short review like this he was not pre- 
tending to write a thesis on audit procedure. 
He could only hope to give a very general 
idea of what was in his mind. If what he 
said about audits did in fact come true, 
about 50 per cent. of their work would be 
radically changed, requiring a more highly 
skilled staff, supported by many fewer of 
the present very worthy but not so talented 
hewers of wood and drawers of water. In 
addition to streamlining audit programmes, 
chartered accountants would certainly re- 
gard it as their normal duty to extend their 
services in the field of management account- 
ing, and for this reason also would require 
an ever increasing proportion of highly 
skilled staff. 

In other words the profession could 
never be static in its services, but must 
always be using the data it prepared to 
build for the future. Both sides of the pro- 
fession, the practising and the industrial, 
should be complementary to each other. 

The technique of the use of figures as a 
means to an end, and not as an end in 
themselves, would be a leaven which would 
in time permeate the whole lump. 
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Turning from the practical to the ad- 
ministrative side, he believed the accent 
would be on decentralisation, and that the 
District Societies would take much of the 
responsibility for the recruitment and 
training requirements of articled clerks, 
also providing greater facilities for their 
qualified members to keep up to date with 
the latest developments. 

While he could not anticipate the findin 
of the Parker Committee on Education afd 
Training he visualised a system of education 
and post-qualification courses in which the 
District Societies, in close collaboration 
with the Council, would take a much more 
direct part. He felt that the pressure of 
events would tend to draw members more 
closely together; only so could they hope to 
keep up with the ever higher standards of 
the profession, in which to lag behind was 
to share the fate of every straggler. 

He believed they were going to enter a 
new world of accountancy, a more intelli- 
gent, up-to-date, new world which would 
require intelligent men, imaginative men 
and, dare he mention it, ambitious men. 

A matter of great importance to which 
the President wished to refer was the fees 
received by members. This might be an 
embarrassing topic with so many dis- 
tinguished clients present, but he was sure 
they had the wellbeing and efficiency of the 
accountancy profession at heart, even if 
only from a sense of intelligent self-interest. 


Quoting the words of his predecessor, 
Mr. Barrows, at the Autumn Meeting a 
year ago: “The time has come when it is 
essential for fees to be raised substantially 
if the standing and work. of the profession 
are not to deteriorate,’”’> Mr. Peat added 
that the major item of cost for a practising 
accountant was the remuneration of his 
staff. If they as accountants were going to 
give clients the increasingly intelligent and 
efficient service demanded, accountancy 
must recruit and train first-class young men 
and women and pay them adequate salaries. 
Most people were prepared to pay gener- 
ously for work resulting in obvious advan- 
tage, but much of an accountant’s time was 
devoted to ordinary work, such as auditing 
and the yearly round of tax computations 
and negotiations with the Inspector of 
Taxes. Clients were apt to take these ser- 
vices for granted and to grudge the fees 
asked, but they must bear in mind that even 
the regular day-to-day work had to be done 
with accuracy and the staff employed must 
have the highest qualifications if the work 
was not to suffer. Work well done deserved 
an adequate fee. 

Before sitting down the President ex- 
pressed the thanks of the Council to the 
officers of the Manchester Society, especially 
Mr. Eastwood, for all their patient and 
efficient help in the past year. ““The more 
I see of the District Societies and their 
work,” he added, “‘the more I appreciate 
the vital and increasingly important role 
they play in the life of our great profession.” 

Mr. Walsh proposed the toast of the 
guests, and the Bishop of Manchester (Dr. 
W. D. L. Greer) responded. 
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Recruitment and 
Staff Problems 


THE ANNUAL DINNER Of the Liverpool 
Society of Chartered Accountants took 
place on November 27 at the Adelphi 
Hotel, Liverpool. A total of 535 were 
present. 

Mr. John J. Postlethwaite, B.ENG., 
F.R.I.C.S. (President of the Royal Institution 
of Chartered Surveyors), who proposed 
the toast of the City and Trade of Liverpool, 
deplored the traffic problems of Liverpool, 
but felt there were many achievements to 
show, and the civic centre was a most 
exciting proposition. 

In reply, the Lord Mayor of Liverpool 


- (Alderman Herbert N. Bewley, c.B.£.), after 


referring to the great increase in the city’s 
population, said he was very interested to 
learn that the Liverpool Society of Char- 
tered Accountants was one of the oldest in 
the country. It was founded a good many 
years before even the Institute itself. 

Members of the Liverpool Society played 
a vital part in the commercial life of the 
city, and he dreaded to think what would 
happen if accountants ever thought fit to 
stage a strike. He would like to pay tribute, 
too, to the amount of voluntary work done 
by chartered accountants. 

The Rt. Hon. the Lord Cohen of Birken- 
head, M.D., F.R.C.P., proposing the toast of 
the Institute of Chartered Accountants in 
England and Wales, said that it was not 
machines which made for competence and 
prowess in a profession; it was the men. 
And Mr. Peat, the President of the Institute, 
was not only an ornament to his profession 
but a striking example of one who had 
given great service to his country in Parlia- 
ment and elsewhere. 

Replying to the toast, Mr. C. U. Peat, 
M.C., M.A., F.C.A. (President of the Institute 
of Chartered Accountants in England and 
Wales), said that before he went any further 
he must say what a great pleasure it was to 
see Mr. George Saunders back with them at 
that delightful function. They had all 
heard with sympathy of his illness and were 
rejoiced that he had reached that measure 
of recovery which made it possible for him 
to be with them that night. Mr. Peat would 
like to thank Mr. C. J. Peyton, the President 
of the Society, Mr. S. Morris, the Hon. Sec- 
retary, and Mr. K. Duncan, the Hon. 
Dinner Secretary, for the magnificent 
evening. Mr. Peat also thanked Mr. J. S. 
Ellison, the President of the Students’ 
Society, and Mr. M. R. T. Sills, the Hon. 
Secretary, for the first-class arrangements 
they had made for him to meet almost a 
record number of students. 

He was delighted to welcome back Mr. 
Maclver: it was such a comfort to have him 
once more to help with the work of the In- 
stitute. He wanted everybody to appreciate 
what wonderful ambassadors Mr. and Mrs. 
Maclver had been in America, and how 
important it was to keep our relationship 
with other countries in good order. 

The President recalled that his father had 
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SHORT LOAN & MORTGAGE 


COMPANY LIMITED 


BANKERS, DISCOUNT AND FISCAL AGENTS 


79 LOMBARD STREET, LONDON E.C.3 
Managing Director: N. H. WOOLLEY 


Local Authority Mortgage Loans and Temporary 
Deposits arranged 


Investment enquiries invited from Public Companies 
and Institutions or their Agents 


Telegrams: Amortize, Stock London —_—‘ Telephone: Mansion House 3321 (5 lines) 


Maples 


ASSURANCE COMPANY LIMITED Estate Offices 


PREPARE SPECIALISED AND DETAILED 


VALUATIONS 


OF OFFICE FURNISHINGS AND MACHINERY 
CONTENTS OF HOTELS AND EQUIPMENT 
HNN FOR THE PURPOSES OF 
RE-VALUATION OF BOOK VALUES 
PARTNERSHIP — DIVISION — SALE 


*® ESTABLISHED 182! 


ATTRACTIVE TERMS INSURANCE — PROBATE 

FOR ALL CLASSES OF LIFE ASSURANCE ESTATE AGENTS 

AND PENSIONS FOR COMMERCIAL AND RESIDENTIAL 
PROPERTIES 
+ 

- Estate Offices: 5 Grafton St., Bond St., W.1! 

68 KING WILLIAM ST., LONDON, E.C.4 

MINCING LANE 2555 


Main Furnishing Showrooms:Tottenham Court Rd., W.! 
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Classified Advertisements 


Advertisements under “Appointments Vacant’, “‘Practices 
Clerks” —eightpence per word. Under “Official Notices”’, 


& Partnerships’’, “Appointments Required”, “‘Articled 
“*Miscellaneous” and other headings—one shilling per 


word. Box numbers—five shillings extra (including the five words in the advertisement). Semi-displayed panels—£4 
per column inch. All terms prepaid. Replies to Box Number advertisements should be addressed Box No....cl@ 
ACCOUNTANCY, 23 Essex Street, London, W.C.2, unless otherwise stated. It is requested that the Box Number be 


also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS REGISTER OF THE INSTITUTE 
OF CHARTERED ACCOUNTANTS IN ENGLAND 
AND WALES 
Employers who have vacancies for members on their 
staffs and also members seeking new appointments are 
invited to make use of the facilities provided by the 
Institute’s Appointments Register. No fees are payable. 
All enquiries should be addressed to the Appointments 
Officer, Moorgate Place, London, E.C.2. Tel. Monarch 

8506. 


APPOINTMENTS VACANT 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Taxation and Research Committee 


A member of the Institute is required for 
appointment as Deputy Secretary to the 
Taxation and Research Committee. Age 
preferably between 30 and 40. A good 
draftsman is essential. He will be required 
to undertake, under the supervision of the 
Secretary to the Committee, research on 
and drafting of technical memoranda and 
to assist with the secretarial work and corres- 
pondence of the committee and its sub- 
committees. Commencing salary £2,500 p.a.; 
non-contributory pension scheme. Apply, by 
letter, giving age and details of education, 
qualifications and experience, to the Secre- 
tary of the Institute, Moorgate Place 
London, E.C.2. Envelopes should be marked 
“Personal—T. & R.” 


A SENIOR POSITION with prospects is available 
for experienced man with Chartered. Accountants 
near Liverpool Street, City. Excellent experience, 
helpful colleagues, pension, no Sats., salary up to 
£1,000, but we want the right man. Box No. 268, c/o 
ACCOUNTANCY. 


A VACANCY will occur in Jan., 1960, for a Male 
Cashier/Book-keeper, whose duties will include 
clerking at Auction Sales, etc. Apply, Messrs. 
Estate Agents, 79 Market 
atford. 


ACCOUNTANCY Staff from Articled to 

salaried ACCOUNTING & TAXATION APPTS. 

NO FEES TO STAFF. CONDUIT ST. BUREAU 

GRO: 7080) 4 Conduit St., Oxford Circus, W.1. 
daily 8.30 to 7.30: Sats. 9-1. 


ACCOUNTANT/COMPANY SECRETARY with 
knowledge of Property Management and Office 
Organisation required for Property Group in 
Mayfair, W.1. Write giving age, details of experience 
and salary required to Box No. 269, c/o ACCOUNTANCY. 


ACCOUNTANT 


A unique opportunity is available for a 
Chartered Accountant to join the nucleus of a 
management team now being formed in the 
United Kingdom by the newly established 
subsidiary of a major American company. 
Applicant must be of top executive quality, 
capable of using modern techniques to pro- 
duce financial control data. Experience of 
engineering costing would be an advantage. 
Ample scope for advancement for a person 
with the necessary qualifications and 
personality. Initial salary in the region of 
£1,500 p.a. according to experience, qualifi- 
cations, etc. Send full details, in strict 
dence, to Box 266, c/o ACCOUNTANCY. 


ACCOUNTANT required to organise and control 
office administration in relation to a central pur- 
chasing company in the retail grocery trade. Please 
reply giving qualifications, experience and salary 
required to Box No. 267, c/o ACCOUNTANCY. 


ACCOUNTANTS 
and 
ASSISTANT ACCOUNTANTS 
required 
for Internal Audit Department of a large 
manufacturing company in the Enfield, 
Middlesex, area. 
Write quoting reference No. H.7350, 


iving details of age and experience to 
x No. 272, c/o ACCOUNTANCY. 


ACCOUNTS. Young man of good all-round know- 
ledge and some experience uired to assist in the 
supervision of mechanised office of manufacturing 
company. Write as age, experience and salary 
required, to Box No. 270, c/o ACCOUNTANCY. 


AUDIT CLERKS. Many vacancies waiting for 
Senior, Semi-senior or Junior. Call Bootu’s AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


AUDIT CLERK, semi-senior, for small firm of 
Holborn Chartered Accountants. Salary £500-£800 
according to experience. Prospects. Box No. 
278, c/o ACCOUNTANCY. 


BIRMINGHAM Chartered Accountants 
ualified or experienced staff. Salary ranges £7 
£1,000—£1.250 £1,500 according to experience. 


Many Excellent Vacancies 


available for :- 
Newly Qualified Chartered 
Accountants 
Experienced Senior Audit Staff 
Taxation Specialists and assistants 
Semi-Senior and Junior Audit staff 
at attractive progressive salaries 


“TAYLOR 
STAFF BUREAU 
S. H. OLIVE, F.A.c.c.a. 
49 QUEEN VICTORIA STREET, 
LONDON, E.C.4 
Tel. CITy 2781 


Staff Specialists to the Profession 
Established over 20 years. NO FEES TO STAFF 
(Licensed annually by the Corporation of London) 


CHARTERED ACCOUNTANT (age 25-30) re- 
quired by expanding engineering company in Leeds 
employing 300 and engaged mainly in export trade. 
Duties will include supervision of costing and 
financial accounts, budgetary control and import 
and export procedure. Non-contributory life assur- 
ance scheme, commencing salary approximately 
£1,000 a year. Reply to Personnel Manager, 

No. 262, c/o ACCOUNTANCY. 


CHARTERED ACCOUNTANT 


An international firm of Chartered Ac- 
countants wishes to strengthen its staff in 
London by the appointment of one or two 
young qualified men, who have the ability to 
progress quickly to responsible work. 

Candidates should be aged not more than 
32 and have had recent experience in a 

rofessional office. A good educational 
et ee is essential and knowledge of 
one European language would be an 
advantage. 

These appointments are intended for men 
of higher than average calibre and will carry 
appropriate remunerations. As they arise 
through the continued expansion of the 
firm’s practice the prospects may be con- 
sidered unusually good. 

Applications will be treated in confidence 
and should be sent to Box A233, c/o 
WALTER Jupp Limuitep, 47 Gresham Street, 

+ London, E.C.2. 


CHARTERED ACCOUNTANTS, LONDON, with 
wide and varied practice, require (i) a qualified man 
specialising in taxation at a salary of not less than 
£1,000 per annum; (ii) a newly qualified accountant 
for general duties at a salary of not less than £850 

© annum. Five day week. Pension scheme available. 
Box No. 233, c/o ACCOUNTANCY. 


(Continued on page xliii) 


ACCOUNTANCY STAFF 


AUDIT AND TAXATION ASSISTANTS — ALL GRADES 
COMMERCIAL ACCOUNTANTS 
COST AND WORKS ACCOUNTANTS 


EMPLOYERS 

ARE OFFERED A _ TIME SAVING PROMPT, STAFF RECRUITMENT 
SERVICE OPERATED BY AN EFFICIENT PERSONNEL SELECTION 
SYSTEM, AND SUPPORTED BY A LARGE AND CONSTANTLY AUG- 
MENTED REGISTER. (OUR FEES ARE REASONABLE AND COMPARE 

FAVOURABLY WITH ADVERTISING COSTS) 

EMPLOYEES 

ARE OFFERED 4 CONFIDENTIAL “PERSONAL INTEREST” METHOD 
OF SECURING NEW EMPLOYMENT THROUGH APPROPRIATE INTRO- 

DUCTIONS. (WE CHARGE NO FEES TO APPLICANTS) 


MERVYN HUGHES & COMPANY 


ACCOUNTANCY EMPLOYMENT SPECIALISTS) 


( 
(COL. H. D. MUGGERIDGE. O.B.E. A. B. HARRISON. D. P. WILLIS) 


WARDOUR STREET, PICCADILLY, 
GERRARD 0179/0966 OPEN 9.30A.M. TO 6.30 P.M. SATS. TO | P.M. 


Apply Box No. 621, Munpy, GitpertT & TROMAN 
Birmingham. 
before you take that next step forward in 
career. What sort of position do you 


Ltp., 86 New, Street, Bi 
STOP =: 
now may affect your whole future. If 
CAUTION you feel in need of skilled assistance 
you should 


The widest selection of positions in London is backed by the 
twenty years’ professio ae Fy ce of our Director and 
anager. 


GRESHAM ACCOUNTANTS’ REGISTER LTD. 
(The Profession’s Employment Specialists) 
79 Gresham Street (ist Floor), E.C.2. MONarch 9416 


TA 


to the profession's specialists who will 
leave no stone untu to suit your requirements. 
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twice addressed the Liverpool Society, once 
on November 15, 1905, as Vice-President, 
and again the following November as Pre- 
sident. On both occasions his father had 
expressed pride and pleasure in the dis- 
tinguished company around him, adding 
that “The fact that I have beside me and 
round about me gentlemen representing all 
the trades of this great city of Liverpool is 
a sufficient warranty in itself that the In- 
stitute of Chartered Accountants is no 
mean institution, is no small institution, 
and is respected by those from whom it 
seeks respect.” 

What his father said fifty-four years ago 
entirely expressed his own feelings today, 
and he could only echo his words with 
pride. 

Recruitment was a human problem, Mr. 
Peat continued. Industry, science and the 
professions were competing with each other 
for the brighter boys and girls. In their pro- 
fession of accountancy they had the system 
of training under articles, which demanded 
close personal contact between principal 
and clerk. 

He had been reading many letters in The 
Times about “What’s all right for Jack”’, 
discussing the correct relationship between 
management and men in industry. The 
letters had alternated between the cynical 
approach that pay and conditions of 
employment were the only things that 
mattered, and that loyalty and trust had 
better not be mentioned, and the other angle 
—the more ideal approach of close per- 
sonal contact between all concerned, in a 
unity of purpose that made industry 
prosperous. 

It was not for him to express an opinion 
on this much ventilated subject, except 
to say that it had a certain bearing on 
their own articled clerks and the general, 
qualified or unqualified staff employed. 
For them, as a profession, there could 
be no question of the hard materialistic 
approach: an articled clerk should be 
treated as someone to whom his principal 
had the closest and most important obliga- 
tions; his confidence and affection should 
be won. This ideal might raise a laugh and 
be regarded as impracticable, for he was 
afraid that in many cases they had forgotten 
the early conception of clerkship, and the 
close ties which existed between the clerk 
and his principal. But unless they could re- 
establish something of the old intimate 
association he believed the whole fabric of 
recruitment to their profession would be 
endangered. 

At their annual dinner last year his pre- 
decessor in office, Mr. Barrows, referred to 
the work of the Liverpool Society’s Recruit- 
ment Sub-Committee in connection with 
the Audit Assistants’ courses being run by 
the College of Commerce, and said that 
Liverpool was certainly giving a lead to the 
country and the accountancy profession. 
Mr. Peat believed that the scheme, now in 
its fourth year, was working well. As they 
knew, the Institute’s Education and Train- 
ing Committee was now considering this 
most important subject, and it would not 


be right for him to comment, except to say 
that Liverpool was breaking important 
new ground. 

The problem of recruitment seemed to 
vary from one District Society to another, 
but he congratulated the Liverpool Society 
on a plan which should go some way 
towards solving their difficulties. 

With regard to the unqualified members 
of staff other than the articled clerks, the 
problem of the dead-end job was always 
present and they must face it with sympathy 
and imagination. The Liverpool Society 
was trying out the qualification of a Certi- 
ficate of Proficiency given by the Liverpool 
College of Commerce. Other suggestions 


elated to a category of Assistant Account- 


ants, who would receive a diploma from 
the Institute and be controlled under its 
Charter. 

Registration of the profession might be 
a palliative, but it would not be a cure. 
They must try to gather up those people 
who did a very necessary but not a highly 
technical job of work, and see that they got 
some distinguishing diploma indicating 
their useful and essential qualifications. 

In conclusion the President quoted again 
from his father; “The importance of the 
Institute is enhanced by the fact that it is 
supported by Societies in such districts and 
centres as Liverpool, Manchester and else- 
where. The great tree of our Institute only 
exists because of its branches, and from 
those branches the tree derives life and 
health.” 

The toast of the guests was proposed by 
Mr. C. J. Peyton, a.c.a. (President of the 
Liverpool Society of Chartered Account- 
ants), with a response from Mr. L. G. T. 
Farmer, A.c.A. (President of the Birming- 
ham Chamber of Commerce). 


President’s Luncheon 


THE PRESIDENT OF the Institute, Mr. C. U. 
Peat, gave a luncheon party on November 
17 at the Savoy Hotel, London. The guests 
were Lord Piercy, Lord Mills, the Rt. Hon. 
Sir Norman Brook, Sir Arthur fforde, Sir 
Alexander Johnston, Sir Thomas Robson, 
Mr. W. Lionel Fraser, Mr. W. H. McFad- 
zean, Mr. W. E. Parker and Mr. S. J. Pears. 


Women Chartered 
Accountants’ 

Dining Society 

MISS M. FOX, F.C.A., Chairman of the Women 
Chartered Accountants’ Dining Society, 
presided at a dinner held at the Hotel 
Rubens, London, S.W.1, on December 5. 
The guests included: Mr. C. U. Peat, M.c., 
F.c.A. (President of the Institute of Char- 
tered Accountants in England and Wales) 
and Mrs. Peat; Dame Anne Bryans, D.B.E. 
(Deputy Chairman of the British Red Cross 
Society); Lt.-Commander A. R. C. Rowe, 
D.S.C., R.N. (Deputy Secretary of the Navy 
League); Sir William Carrington, F.c.A. 
(President of the Chartered Accountants’ 


Benevolent Association) and Lady Carring- 
ton; Miss Kathleen Halpin, c.B.e. (Chief 
Administrator, Regions, Women’s Volun- 
tary Services, and President of the Federa- 
tion of Soroptimist Clubs of Great Britain 
and Ireland); Miss M. North (a past Presi- 
dent. of the Federation of Soroptimist 
Clubs); Mr. J. D. Russell, F.c.A. (Chairman 
of the London and District Society of Char- 
tered Accountants) and Mrs. Russell; Mr. 
A. S. Maclver, m.c. (Secretary of the In- 
stitute) and Mrs. Maclver. 

Miss M. Fox, F.c.A. (the Chairman) pro- 
posed the toast of the Institute of Chartered 
Accountants in England and Wales, to 
which Mr. C. U. Peat, M.c., F.c.A. (Presi- 
dent of the Institute) responded. Mr. Peat 
said he was surprised that women should 
find careers in accountancy, but he was 
thankful that they did, because the pro- 
fession was going to want more and more of 
them. 

Miss M. Willman, A.c.A., proposed the 
toast of The Voluntary Societies, and a 
response was made by Dame Anne Bryans, 
D.B.E. (Deputy Chairman of the British Red 
Cross Society). 

The toast of the guests was proposed by 
Miss S. G. Lange, F.c.A., and acknow- 
ledged by Lt.-Commander A. R. C. Rowe, 
D.S.C., R.N. (Deputy Secretary of the Navy 
League). 


Chartered Accountants’ 
Hockey Club 


THE CLUB OFFICERS for the current season are 
Mr. C. O. Merriman (Hon. Secretary and 
Hon. Treasurer), Mr. D. A. Tripp (Hon. 
Match Secretary), Mr. D. A. Liggatt (Hon. 
Auditor and P.R.O.), Mr. E, Freer, Mr. 
A. C. A. Myers, Mr. M. A. Charlton, 
Mr. S. J. Titcomb, Mr. N. Holland, Mr. 
S. N. Elgar, Mr. M. L. Pecker, and Sir 
Wentworth L. Rowland, Bart. 

Games have been arranged for members 
and articled clerks against Oxford Uni- 
versity Occasionals, Insurance Hockey 
Association, Inland Revenue and the Bank 
of England. Articled clerks’ matches have 
been arranged with the Bristol, Birmingham 
and Nottingham Societies, with the London 
School of Economics and with London 
University. 

The present membership is about 100, 
but the enlarged fixture list requires a 
larger number of players. Hockey players 
interested in joining are asked to write to 
the Hon. Secretary at 3 Frederick’s Place, 
Old Jewry, London, E.C.2. 


District Societies 


BEDS., BUCKS. AND HERTS. BRANCH 
THE FIRST BRANCH of the London and 
District Society was inaugurated at a 
luncheon held on December 9 at the 
George Hotel, Luton, under the chairman- 
ship of Mr. T. R. Keens, F.c.A. 

Mr. E. Kenneth Wright, F.c.a. (a member 
of the Council of the Institute) proposed 
that the Beds., Bucks. and Herts. Group be 
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constituted a Branch of the District Society. 
The resolution was carried unanimously, 
and Mr. C. U. Peat, M.c., F.c.A. (President 
of the Institute) then addressed the members 
present and inaugurated the Branch. 

On the motion of Mr. H. L. Layton, 
M.S.M., F.C.A. (a member of the Council of 
the Institute), the officers and committee 
of the Group were elected the first officers 
and committee of the Branch. 

Other members present included Mr. 
P. D. Irons, A.c.a. (member of the Council) 
and chairmen and secretaries of other 
groups in the District Society. 

Applications for membership of the 
Branch will be welcomed by the Honorary 
Secretary, Mr. E. John Frary, A.c.a., 26 
Victoria Street, Luton. 


GRIMSBY AND NORTH 
LINCOLNSHIRE BRANCH 

THE ANNUAL DINNER of the Grimsby and 
North Lincolnshire Branch of the Hull, 
East Yorkshire and Lincolnshire Society of 
Chartered Accountants was held at the 
Royal Hotel, Grimsby, on November 19, 
1959. 

The Chairman, Mr. L. S. Wrightson, 
F.C.A., Supported by the President, Mr. A. A. 
Beardsall, F.c.a., presided and there were 
about 120 members and guests present, 
including the Mayor of Grimsby, the Mayor 
of Cleethorpes, the Rt. Hon. Viscount 
Crookshank, c.H., and Mr. S. J. Pears, 
F.C.A. (Vice-President of the Institute). 

In proposing the toast of the Institute of 
Chartered Accountants in England and 
Wales, Viscount Crookshank, c.H., said 
that he had a high regard for the profession 
and for years had told young men who 
sought his advice on their future profession 
to become chartered accountants—if they 
could make the grade. 

In his response Mr. S. J. Pears (Vice- 
President of the Institute) said that no 
matter what views were put forward about 
the difficulties faced by members it usually 
came down to the question of fees. One of 
the troubles of the profession was that 
accountants were as unwilling to fix proper 
fees as their clients were to pay them. 

He went on to speak of a recent visit to 
the United States and Canada, where he 
found tremendous energy going into 
research and recruitment. On the American 
continent they were training their young 
people with enthusiasm and were con- 
sidering the possibilities of post-qualifica- 
tion training. Mr. Pears thought that we 
could do equally well in this country. 

Mr. J. M. Smith, 5.P., A.c.a., a past- 
Chairman of the Branch, proposed the 
toast of the guests, to which a response was 
given by Mr. C. P. Mastin. 


IPSWICH AND COLCHESTER 
BRANCH 

THE IPSWICH AND Colchester Branch of the 
East Anglian Society of Chartered Account- 
ants held its first annual dinner on Novem- 
ber 11 at the Red Lion Hotel, Colchester. 
Among those present were several senior 
staff and articled pupils, as well as personal 
and official guests. 


His Honour Judge T. F. Southall pro- 
posed the toast of the Branch, to which the 
President of the East Anglian Society, Mr. 
C. H. Sutton, F.c.a., replied. The health of 
the guests was proposed by Mr. G. G. G. 
Goult, F.c.A. (member of the Council of the 
Institute), and Mr. Bernard Mason, 0.B.E., 
responded. ‘ 


LEEDS, BRADFORD 

A RESIDENTIAL COURSE on Management 
Accounting was held at Harrogate from 
November 13 to 15. 

Papers were given by Mr. Christopher 
Bostock, M.F., F.C.A., on “Every Accountant 
a Management Accountant’’; by Professor 
Robert Browning. M.A., LL.B., C.A., on 
“The Chartered Accountant as Director’’; 
and by Mr. W. H. Leather, M.A., F.c.A., on 
“Management Accounting—A Problem of 
Communications.”’ Discussions took place 
in five groups. 

The course was most successful and the 
high standard of the papers was appreciated 
by all who attended. 


Students’ Societies 


LONDON 

Annual Dinner 

THE ANNUAL DINNER was held at Grosvenor 
House, London, on December 14. Mr. 
W. E. Parker, c.B.E., F.c.A., President of the 
Students’ Society, was in the chair, and 
about 1,500 members and guests were 
present. The outside speakers were: General 
Sir John Westall, K.c.B., C.B.E., formerly 
Commandant-General of the Royal 
Marines; Mr. John French, 0.B.£., B.C.L., 
Chairman of the Issuing Houses Associa- 
tion, and Chairman of the Committee 
which reported recently to the Bank of 
England on the control of takeover bids; 
and Lord Ritchie of Dundee, Chairman of 
the Council of the Stock Exchange. 

A report will appear in our next issue. 


News from the Committee 
Social 

Another of the popular summer dances 
will be held in mid-1960, but final details 
are not yet available. 


Meetings 

About 350 students attended the mock 
annual general meeting of the South Sea 
Bubble Car Company on November 9, 
which was most instructive. The auditors’ 
report provoked a lot of discussion on the 
requirements of the Ninth Schedule. 

Arrangements are now being made for 
the spring session mock meeting, which 
will take the form of a tax appeal. 

Recent attendances at the Monday night 
general lectures have been very disappoint- 
ing in view of the increased membership of 
the Society and the importance of the sub- 
jects. It is hoped that more members attend 
during the spring session to obtain the help 
of experts speaking on subjects of such 
practical benefit towards their qualification. 

The Debating Society ..cld a debate and 
a Brains Trust during November. The de- 


bate was against the Midland Bank Debat- 
ing Society. 


Education and Training 

Last April the Committee submitted to the 
Parker Committee a memorandum on the 
subject of Education and Training for the 
Profession, after taking into consideration 
the views expressed by members of this 
Society. A questionnaire was then received 
from the Parker Committee. The ad hoc 
Sub-Committee, with the Committee’s 
approval, submitted its answers to this, and 
has since met the Parker Committee and 
given its views on points arising. 


Sports 

The Association football team won both 
its matches in October, 5-0 against Reading 
University and 2-0 against St. Bart’s. 


WEST WALES 

MR. V. S. HOCKLEY, C.A., A.A.C.C.A., gave a 
lecture on November 12 to a large and 
appreciative audience of Chartered Ac- 
countant students at Swansea. His subject 
was “The Computation of Schedule D 
Assessment.” 


Forthcoming Events 


BIRMINGHAM 

Members’ Meeting 
January 20.—“‘Mind your own Business,” 
by Mr. H. T. Nicholson, F.c.A. Queens 
Hotel, at 6 p.m. 


Students’ Meetings 
January 5.—**A Subject of Topical Interest,” 
by Miss Edith Pitt, 0.B.£., M.P. Midland 
Hotel, New Street, at 6 p.m. 
January 12.—“Income Tax Repayment 
Claims,” by Mr. H. A. R. J. Wilson, 
F.c.A. Imperial Hotel, Temple Street, at 
6 p.m. 
January 19.—Take-over Bids,” by Mr. 
R. B. Wickenden, F.c.a. The Library, 36 
Cannon Street, at 6 p.m. 


BOLTON 
January 6.—‘‘New Approach to Share 
Valuation,” by Mr. T. A. Hamilton- 
Baynes, M.A., F.C.A. Meeting open to 
Members, Articled Clerks and Senior 
Staff. Committee Room “A,” Town Hall, 
at 6.15 p.m. 


BOURNEMOUTH 
January 18.—Members’ meeting. Devon- 
shire Hotel, at 6 p.m. 


Students’ Meetings 
January 8.—*‘Certain Aspects of the Com- 
panies Act, 1948,” by Mr. H. C. Edey, 
B.COM., A.C.A. At 6 p.m. 
January 12.—*Auditing,” by Mr. G. 
Glynne Williams, F.c.A., F.T.1.1. At 6 p.m. 


BRIGHTON 
Students’ Meetings 
To be held in Conference Room 3, Royal 
Pavilion, at 10.15 a.m. 
January 9.—‘‘Assessments under Schedule 
D, Cases I and II,”’ by Mr. D. M. Arnold, 


A.C.A. ‘ 
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January 16.—**Company Liquidations,” by 
Mr. R. D. Penfold, Li.B., Barrister-at-Law. 
January 23.—“Investigations,” by Mr. 
H. R. Dixon, A.c.A. 


BRADFORD 
January 15.—“The Valuation of Gifts 
inter vivos for Estate Duty Purposes,”’ by 
Mr. Martin Jacomb, Barrister-at-Law. 
Members’ meeting. Reception Room, Mid- 
land Hotel, at 6.15 p.m. 


BRISTOL 
January 5.—Students’ annua! dance. Ashton 
Court Country Club. 


CARLISLE 

January 9.—‘‘Economics and Financia! 
Knowledge,”’ by Mr. A. R. Ilersic, M.sc. 
(ECON.), B.COM. (LONDON). Students’ meet- 
ing. County and Station Hotel, at 10.15 
a.m. 

January 21.—‘Group Accounts,”” by Mr. 
K. S. Carmichael, a.c.a. Students’ meeting. 
County and Station Hotel, at 6.45 p.m. 


COVENTRY 
Students’ Meetings and Function 

January 4.—‘Municipal Accounting,” by 
Dr. A. H. Marshall, B.sc.(ECON.), PH.D., 
F.S.A.A., F.I.M.T.A. Golden Cross Hotel, at 
6 p.m. 

January 18.—*‘Costing,” by Mr. A. W. 
Thurstans (Jaguar Cars Ltd.). Golden 
Cross Hotel, at 6 p.m. 

January 22.—Annual dance. Hote] Leofric. 


DERBY 
January 20.—Members’ luncheon meeting. 
Speaker from Derby and District Pro- 
ductivity Committee. St. James’s Restaurant 
at 12.30 for 1 p.m. 


Students’ Meeting 
January 12.—Annual General Meeting of 
Derby Branch of Nottingham Students’ 
Society. Clarendon Hotel, at 5 p.m. 
January 12.—‘‘Finance in Industry,’”’ by 
Mr. W. T. Gill, c.a. Students’ meeting. 
Clarendon Hotel, at 5.30 p.m. 


GRIMSBY 

December 21.—Members’ Christmas lunch. 
“Experiences of an Election Campaign”, 
by Mr. W. Pearson. Royal Hotel, at 1 p.m. 
January 16.—‘Basic Principles of Law of 
Contract and the Sale of Goods Act,” by 
Mr. S. Wallace. Students’ Meeting. Grimsby 
Conservative Club, 35 Bargate, at 7.30 p.m. 
January 18.—Members’ Discussion Meet- 
ing. “‘Farm Accounts” and ‘“Directors’ 
Expenses.”’ Royal Hotel, at 6.45 p.m. 


HALIFAX 
January 18.—Members’ luncheon meeting. 
Old Cock Hotel, at 12.30 for 12.45 p.m. 


HULL 
Students’ Meetings 

To be held at the Imperial Hotel, Paragon 
Street. 

January 8. — ‘‘Mock Meeting — Public 
Examination,” by Mr. N. R. Cowling, 
A.C.A. At 6.15 p.m. 

January 21.—‘‘Executorship Law—Estate 
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Duty” and “Audit of a Limited Company,” 
by Mr. D. Rich, a.c.a. At 4 p.m. and 
6.15 p.m. 


IPSWICH 
January 5.—Quiz to be held at the offices of 
R. A. Paterson, c.a. Students’ meeting. At 
7.30 p.m. 


KINGSTON-UPON-THAMES 
January 4.—Meeting of the South-West 
London Discussion Group. The Kingston 
Hotel, at 6.45 p.m. 


LEEDS 
January 22.—Students’ annual dinner. 
Griffin Hotel. 


LEICESTER 
Members’ Meeting 
January 22.—*Commercial Frauds,” by 
Superintendent Bellamy of New Scotland 
Yard. The Chamber of Commerce, at 6 p.m. 


Students’ Meeting 
January 15.—‘Internal Auditing,” by Mr. 
H. C. Booth, A.c.a. Students’ meeting. 
Bell Hotel, at 6 p.m. 


LINCOLN 
January 22.—Mock Examination in Bank- 
ruptcy—Official Receiver. Students’ meet- 
ing. Great Northern Hotel, High Street, at 
5.45 p.m. 


LIVERPOOL 
Students’ Meetings 
To be held at The Library, 5 Fenwick Street 
January 7.—‘‘An M.P.’s Case Book,” by 
Councillor Mrs. E. M. Braddock, m.P. 
January 22.—*The Work of the G.P.O.,” 
by Mr. K. P. Thompson, m.P. 


LONDON 

Members’ Meetings 
December 23.—Meeting of Management 
Discussion Group. Samson, Clark & Co. 
Ltd., 57 Mortimer Street, W.1, at 6 p.m. 
January 4.—Meeting of the South-West 
London Discussion Group. The Mayor's 
Parlour, Twickenham, at 6.45 p.m. 
January 6.—Meeting of Taxation Discus- 
sion Group. The Cheshire Cheese, 10 Surrey 
Street, W.C.2, at 6 for 6.15 p.m. 
January 12.—‘‘Every Man an Investor,” 
by Mr. Harold Wincott, Editor-in-Chief of 
the Investors’ Chronicle. The Oak Hall, 
The Institute, Moorgate Place, E.C.2, at 
6 p.m. 
January 13.—-Meeting of City Discussion 
Group. The Tiger Tavern, 1 Tower Hill, 
E.C.3, at 6 for 6.30 p.m. 
January 14.—Meeting of Central London 
Discussion Group. The Lamb and Flag, 
33 Rose Street, Covent Garden, W.C.2, 
at 6.30 p.m. 
January 20.—Meeting of North London 
Discussion Group. Russell Hotel, Russell 
Square, W.C.1, at 6.30 p.m. 


LYTHAM 
December 23.—Preston Students’ Dinner- 
Dance, arranged in conjunction with the 
Law Society. The Clifton Arms. 
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MANCHESTER 

Members’ Meeting 
January 12.—Discussion group meeting. 
Chartered Accountants’ Hall, 46 Fountain 
Street, at 5.45 p.m. 


Students’ Meetings 
In addition to the meetings set out below, the 
following series of lectures have been 
arranged by theJoint Tuition Committee, to 
be held at the Chartered Accountants’ Hall, 
46 Fountain Street, at 9.30 and 11 a.m.: 
Preparatory lectures (lecturer, Mr. J. C. 
Wood, Lv.M.),.on December 19. 
Intermediate lectures (lecturers, Mr. W. N. 
Thomson, A.c.A., and Mr. H. C. Cox, 
F.C.A.), on January 16 and 23. 
Final lectures (lecturers, Mr. R. Y. Taylor, 
B.A., A.C.A., Mr. J. C. Wood, Li.M., and 
Mr. G. Vaughan Davies, M.A.}, on December 
19, January 16 and 23. 


Meetings to be held at the Chartered 
Accountants’ Hall, 46 Fountain Street, at 
6 p.m. 

January 7.—*‘An introduction to Municipal 
Accountancy,” by Mr. S. G. Blakeborough, 
a.c.A. (Chief Financial Officer, Atherton 
U.D.C.). 

January 14.—‘Income Tax: Losses,” by 
Mr. H.A. R. J. Wilson, F.c.A. 

January 21.—*Managers’ Figures and Wild 
Birds,’ by Mr. G. C. Naylor, B.sc.(ECON.), 
C.S.S. 


MIDDLESBROUGH 
January 19.—**The Accounts of an Execu- 
tor,” by Mr. K. S. Carmichael, A.c.A. 
Students’ meeting. Hinton’s Café, at 
6.15 p.m. 


NEWCASTLE UPON TYNE 

Students’ Meetings 
To be held at the Y.M.C.A., Blackett Street. 
January 7.—*The Money Market,” by Mr. 
A. R. Ilersic, B.com. At 6 p.m. 
January 20.—‘Institute Recommendations 
—Practical Points, Mechanised Accounting 
and Accounting by Electronic Methods,” 
by Mr. K. S. Carmichael, A.c.a. At 6 p.m. 
January 2]1.—‘‘Institute Recommendations 
—Presentation of Balance Sheet and P. & 
L. A/c. Treatment of Income Tax, Invest- 
ments, Fixed Assets, etc.,’’ by Mr. K. S. 
Carmichael, A.c.a. At 2.15 p.m. 


NEWPORT, I.0.W. 
January 18.—‘*Modern Accounting Prin- 
ciples,” by Mr. R. Glynne Williams, 
F.C.A., F.T.1.1. Students’ meeting. Bugle 
Hotel, at 5.30 p.m. 


NORTHAMPTON 
January 7.—The Redemption of Deben- 
tures and Preference Shares,”’ by Mr. R. J. 
Carter, B.COM., F.C.A. Students’ meeting. 
Plough Hotel, at 6 p.m. 


NOTTINGHAM 

Students’ Meetings 
January 6.—‘“The Money Market,” by 
Mr. A. S. J. Thorne. The Ballroom, the 
Elite Cinema, Parliament Street, at 5.30 
p.m. 
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January 13.—‘‘Consequential Loss Insur- 
ance,” by Mr. G. Bendall, F.c.a. The 
Ballroom, the Elite Cinema, Parliament 
Street, at 5.30 p.m. 

January 20.—“Creation of Credit by 
Banks,” by Dr. S. B. Saul, PH.D., B.COM. 
(Liverpool University). Lecture held jointly 
with the City Treasurer’s Department 
Students’ Society. 


OXFORD 
Members’ Meeting 
January 5.—Brains Trust. The panel will 
consist of Mr. G. F. Ansell, F.c.a., Mr. F. 
Clive de Paula, T.p., F.c.A., and Mr. E. 
Kenneth Wright, F.c.A. Members will be 
invited to ask questions. Royal Oxford 
Hotel, at 6 p.m. for 6.30. 


Students’ Meeting 
January 19.—‘‘Branch Accounts,” by Mr. 
D. Rich, A.c.A. Kemp Restaurant, Broad 
Street, at 6.30 p.m. 


PETERBOROUGH 
January 20.—‘‘Recent Developments in 
Contract Law,”’ by Mr. R. F. Allen, LL.B., 
A.c.LS. Students’ meeting. Bull Hotel, at 
6.45 p.m. 


PLYMOUTH 

January 14—‘‘Modern Developments in 
Accounting Principles,’’ by Mr. R. Glynne 
Williams, F.c.A. Members’ meeting. Grand 
Hotel, at 6.15 p.m. 

January 14.—“Internal Check,” by Mr. R. 
Glynne Williams, F.c.A. Students’ meeting. 
Grand Hotel, at 4.15 p.m. 


PRESTON 
Students’ Function and Meetings 

December 23.—Dinner-dance, arranged in 
conjunction with the Law Society. The 
Clifton Arms, Lytham. 
The following lectures, to be held at the 
Masonic Hall, Saul Street, off Lancaster 
Road, at 10 and 11.15 a.m., have been 
arranged by the Manchester Joint Tuition 
Committee: Intermediate lecture (lecturer, 
Mr. W. H. Thomson, A.c.A.) on January 23. 
Final lectures (lecturers, Mr. C. C. Hunn, 


Senior Inspector of Taxes, Mr. R. Y. Taylor, 


B.A., A.C.A., Mr. J. C. Wood, LL.M.) ot 
December 19 January 16 and 23. 


SHEFFIELD 
January 13.—‘Partnership Assessments”’, 
by Mr. H. A. R. J. Wilson, F.c.a. Student’s 
meeting. Grand Hotel, at 5.30 p.m. 


SUNDERLAND 
Students’ Function and Meeting 

January 8.—Sunderland Students’ annual 
dinner-dance. Palatine Hotel. 
January 20,—‘Standard Costing and 
Budgetary Control” and “Management 
Accounting,” by Mr. K. S. Carmichael, 
A.c.A. The Museum Room, Sunderland 
Technical College, at 2.15 p.m. 


SWANSEA 
Students’ Meeting 
January 8.—‘‘Capital Expenditure in a 


Nationalised Industry,” by Mr. E. L. 
Robbins, A.c.A. Lovell’s Cafe, at 4.30 p.m. 


TRURO 

January 15.—‘*Modern Developments in 
Accounting Principles,” by Mr. R. Glynne 
Williams, F.c.a. Members’ meeting. Red 
Lion Hotel, at 6.15 p.m. 

January 15.—‘Interna] Check,” by Mr. R. 
Glynne Williams, F.c.A. Students’ meeting. 
Red Lion Hotel, at 4.30 p.m. 


WOLVERHAMPTON 

January 11.—“‘The Origin and Develop- 
ment of the University of Birmingham,” 
by Mr. G. L. Barnes, M.A., A.c.A. (Secretary, 
Birmingham University). Members’ meet- 
ing. Victoria Hotel, at 6 p.m. 

January 13.—Film on Mechanised Account- 
ing, by a representative of Powers-Samas. 
Students’ meeting. Victoria Hotel, at 6 p.m. 


WORKINGTON 
January 8.—‘‘Economics and Financial 
Knowledge,” by Mr. A. Ilersic, 
M.SC.(ECON.), B.COM.(LONDON). Students’ 
meeting. Commercial Hotel, at 7 p.m. 


Personal Notes 


Messrs. Harper, Feather and Paterson, 
Chartered Accountants, London, E.C.2, 
held a lunch at the Great Eastern Hotel on 
November 12 in honour of Mr. W. E. Ely, 
one of their senior audit clerks, to celebrate 
his completion in September of fifty years’ 
service. The luncheon was attended by 
Mrs. Ely, past and present members of the 
firm and senior employees. To mark the 
event in a more permanent manner, a gift 
of furniture had previously been made to 
Mr. and Mrs. Ely. 

Cooper Brothers & Co. and Carter & Co. 
announce that as from January 1, 1960, 
they have agreed to amalgamate their prac- 
tices in Birmingham. The combined prac- 
tices will be carried on for the time being in 
the names of Cooper Brothers & Co. and 
Carter & Co. from the present offices. 

Cooper Brothers & Co., Coopers & 
Lybrand and Société Anonyme Fiduciaire 
Suisse (Schweizerische Treuhandgesell- 
schaft) of 90 Freie Strasse, Basle, announce 
that they have formed the Swiss firm of 
Coopers & Lybrand A.G. with offices at 
Basle, Zurich, Geneva, Lausanne and Milan. 

Mr. K. C. Rodley, A.c.a., has been 
appointed secretary and accountant to the 
Sarawak Electricity Supply Co. Ltd., 
Kuching, and will assume full-time duties 
there in April, 1960. 

Mr. F. A. Stapleton, A.c.A., has taken up 
the appointment of financial director of 
Allen Solby & Co. Ltd., Nottingham. 

Messrs. Pannell, Crewdson and Hardy, 
Chartered Accountants, Lagos and Kaduna, 
Nigeria, announce that Mr. D. J. Neville, 
A.c.A., formerly resident manager in 
— is now a partner in the Nigeria 


Mr. F. H. R. Baraldi, F.c.a., has been 
appointed United Kingdom regional mana- 
ger of the Coca-Cola Export Corporation. 
He became assistant regional manager last 
year. 

Mr. F. A. Ross, A.c.A., has been ap- 
pointed a director of Edgar Allen & Co. 
Ltd., Sheffield. He retains the position of 
secretary, which he has held since 1952. 

Mr. R. Cook, B.A.(ADMIN.), A.S.A.A., 
A.1.M.T.A., formerly deputy chief accountant, 
is now chief accountant of the Midlands 
Electricity Board. 

Mr. A. G. Andrews, A.c.A., has been 
appointed a director of Monroe Calculating 
Machine Co. Ltd., London, W.C.2. 

Messrs. Wallace Cash & Co., Chartered 
Accountants, and Messrs. Mason Marks & 
Co., Chartered Accountants, both of 11 
Stanhope Gate, Park Lane, London, W.1, 
have amalgamated their practices, and Mr. 
S. M. Marks, A.c.A., has become a partner 
in Wallace Cash & Co. Mr. Wallace Cash, 
F.C.A., has ceased to be a partner in that 
firm but has arranged to be available in a 
consultative capacity. 


Removals 


Messrs. Alfred Shankland & Sons, Char- 
tered Accountants, have moved their Cardiff 
offices to 8 Park Grove, Cardiff. 

Messrs. Wilson, Bigg & Co., Chartered 
Accountants, announce that their address 
is now 4/7 Chiswell Street, London, E.C.1. 

Messrs. Mitchell, Rodrigues & Co. have 
changed the address of their Wimbledon 
office to York House, 32 St. George’s 
Road, Wimbledon, London, S.W.19. 


Obituary 


Sir Frederick Rowland 

WE RECORD WITH deep regret the death on 
November 13 of Sir Frederick Rowland, 
Bt., F.c.A., Lord Mayor of London for 
1949/50. He was eighty-four years of age. 

After serving articles in Cardiff, Sir 
Frederick qualified as a member of the 
Institute in 1901, and in the following year 
founded the firm of F. Rowland & Co., 
Chartered Accountants, in the City of 
London. 

He was elected to the Common Council 
in 1922, and became an alderman in 1942. 
He received the honour of knighthood in 
1930, at the end of his year of office as 
sheriff of the City, and became a baronet in 
1950 after serving as Lord Mayor. 

Sir Frederick was Master for two years of 
the Worshipful Company of Horners. He 
was a past-President of the City Livery 
Club, and served as a Commissioner of 
Taxes for the City of London, as a member 
of the London Airports Advisory Com- 
mittee, as a trustee of Morden College and 
as a governor of St. Bartholomew's, St. 
George’s and the City of London Maternity 
Hospitals. 
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APPOINTMENTS VACANT 
(Continued from page xlii, facing page 695) 


CHARTERED ACCOUNTANT aged 24-30, prefer- 
ably single, -ry~ for the associated compan’ 
in Sin re of a leading merchant company wit 
Head ¢ in London and with worldwide interests 
and staff in many oversea countries. Applicants 
should have good general audit or commercial 
accountancy experience. Remuneration, retiral 
benefits, leave and leave passages, etc., are on a 
is provi at nominal rent. m 
has a medical scheme. Box No. 263, c/o ighauumanece. 


CHARTERED ACCOUNTANT required by large 
and well-known engineering group in the Midlands 
as Secretary/Chief Accountant of important sub- 
sidiary. Age 27 to 35. Starting sa not less than 
£2,000 p.a. according to experience. ious indus- 
trial experience an advantage but not essential. 
Good prospects for promotion within the group. 
Contributory pension scheme. Apply, in writing, 
giving full details, including age, education and 
experience to Box No. 277, c/o ACCOUNTANCY. 


CITY CHARTERED ACCOUNTANTS 
want qualified man in expanding Secretarial 
Department. Age 26-35. Salary £1,000- 
£1,150, luncheon vouchers and pension fund. 
Apply Box No. 261, c/o ACCOUNTANCY. 


EXPERIENCED CHARTERED ACCOUNTANT 

required to take charge of medium-sized West 

Riding town practice for a period of 2 years whilst 

titioner is serving his National Service. Know- 

of incomplete records and taxation essential. 

Write, stating age, experience and salary required. 
Box 275, c/o ACCOUNTANCY. 


FORD 
invites applications from young 
QUALIFIED ACCOUNTANTS 


who wish to enter industry to gain experience 
in operational accounting departments and 
acquire a sound knowledge of the Company’s 
Systems as preparation for assuming respon- 
sible posts reporting to senior and top man- 
agement. 

There are only three vacancies and candidates 
should have no National Service commit- 
ments. 

Please write to Mr. H. G. PEARMAN, Training 
and Recruitment Department, Ford Motor 
Company Limited, Dagenham, Essex, for an 
application form quoting reference CTA. 


ACCOUNTANT 


for the British subsidiary of an international 
i pharmaceutical company, which is 

in the manufacture and marketing 

of a wide range of products in this country. 


The appointed candidate will be responsible 
to the Secretary and Treasurer for the 
maintenance of a complete system of 

ial accounting and wil! be expected to 
initiate improved accounting and statistical 
method within a context of budgetary control 
and analysis. 


Applicants of broad commercial experience 
must be chartered accountants and a 
university degree would be an asset. 


Age range 30-35. Salary initially up to 
£2,000 per annum. Social security benefits. 


Please send brief details in confidence, 

uoting reference JJ. 2049, to G. K. 
Dickinson. In no circumstances will a 
candidate’s identity be disclosed to our client 
unless he gives permission after a confidential 
interview at which he will be given full details 
of the appointment. 


MANAGEMENT SELECTION LIMITED 
17, Stratton Street, London, W.1. 


KINGSWAY CHARTERED ACCOUNTANTS with 
expanding practice require young qualified, or 
experienced unqualified, accountant for position as 
Senior Audit Assistant. Excellent prospects for right 
man. No Saturdays. Pension scheme available. 
Write Box No. 271, c/o ACCOUNTANCY. 


LARGE CITY FIRM of Chartered Accountants has 
vacancies for qualified accountants. Good experience 
and salary, five-day week, pension fund. Box No. 204, 
c/o ACCOUNTANCY. 


LEEDS. Old established Chartered Accountants 
require experienced Chartered Accountant aged 
30-35 to undertake duties of audit manager for 
medium to large-sized concerns in immediate 
locality. Good salary and prospects. Write fully in 
confidence to Box No. 264, c/o ACCOUNTANCY. 


LONDON CHARTERED ACCOUNTANTS require 
junior partner after probationary period at salary up 
to £1,000—according to experience, Good all-round 
knowledge with some taxation experience required. 
Write with full particulars to. Box No. 274, c/o 
ACCOUNTANCY. 


have been retained 


BF to advise on the 


appointment of a 


MANAGER 


for the 
Birmingham Industrial Trust Limited 


a new issuing house which has been 
formed in Birmingham. The Manager 
should be between 35 and 45 years 
of age and have had experience, 
preferably in London, in a firm or 
company engaged in the provision 
or raising of capital. An accountancy 
qualification and some experience of 
Stock Exchange procedure would be 
of advantage but are not essential. 
The man appointed would be 
required to make full analyses of 
the financial position of companies 
and should be capable of drawing up 
detailed proposals for raising short, 
medium and long-term capital. He 
should also be able to give general 
financial advice on related matters 
such as the re-organisation of 
capital structures, amalgamations 
and acquisitions. 

Salary will depend on experience 
and is subject to negotiation, but 
will be not less than £2,500 per 
annum. 

Pleasesend brief details in confi- 
dence, quoting reference JJ.2067, to 
G.K. Dickinson. In no circumstances 
will a candidate’s identity be disclosed 
to our client unless he gives permis- 
sion after a confidential interview at 
which he will be given full details of 
the appointment. 


MANAGEMENT SELECTION 
LIMITED 
17, Stratton Street, London, W.1. 


SALES REPRESENTATIVES 


systems sales and organisation and methods. 


METHODS ANALYST 


Bureau staff. 


Applications in writing to: 


UNITED KINGDOM LIMITED 
LONDON SERVICE BUREAU 


The IBM Service Bureau gives the facility of Punched Card Accounting and Computing to companies 
without machines and takes the peak load from those equipped with machines for normal routine 
work. The expansion of this service has created the following vacancies in London: 


The Sales Representative must be capab's of making a rapid survey of a customer's needs in mechanised 
accounting and statistics and of maintaining close liaison between the Customer and Bureau staff. 
Applications are invited from those experienced in machine accounting, office machinery and office 


This is a position of liaison and control between the Sales Representative and the Bureau staff. Appli- 
cants should have a background in Machine Accounting or Organisation and Methods which will 
enable them to analyse the work brought in by the Salesman and prepare and programme this for the 


There are excellent starting salaries and prospects for promotion in both of these positions. 


Mr. P. M. Springman, Manager of Service Bureaux, 
IBM United Kingdom Limited, 
101, Wigmore Street, London, W.1. 


Quoting reference: 60/10. 


NIGERIA.—Cassleton Elliott & Co. require 
for associated firm in West Africa, experi- 
enced Qualified Accountant or Secretary to 
take charge of Secretarial Department. 


Passages 
Low Income Tax. Salary for required experi- 
ence £2,000 per annum. Write: 4/6 Throg- 
morton Avenue, E.C.2. 


NIGERIA: Chartered Accountants in Nigeria 
require qualified Accountants. Tours of 
eighteen months with generous leave on full 
Fully furnished quarters provided. 
Provident Fund. Initial kit allowance £40. 
Low Income Tax. Salary for men with 2/3 
years’ post graduate experience in the pro- 
fession approximately £1,600 per annum. 
For a newly qualified man approximately 
£1,300 per annnum. Single men preferred, 
but if married, passages for wife and family 
rovided. Apply with full particulars to 
x No. 204, ADVERTISING LTD., 
28 Haymarket, S.W.1. 
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Commissions in the 
Royal Air Force 
Secretarial Branch 


The duties of R.A.F. Secretarial 
Officers include administration, 
accounting, intelligence and per- 
sonnel selection. 

Permanent. University Graduates 
or qualified accountants and 
secretaries under 30 may be 
appointed to permanent com- 
missions and can expect pro- 
motion to Flight Lieutenant in 
4} years. Higher promotion is by 
selection. 

Short Service. Commissions of 
5 or 6 years are open to candi- 
dates under 37 who are qualified 
to the Intermediate standard of 
certain recognised bodies, or 
who have 5 G.C.E. “O” level 
passes (including English lan- 
guage). Those qualified to 
Intermediate standards are com- 
missioned on entry. 

For full details write io: Air 
Ministry (AR1), (AY569) Adas- 
tral House, London, W.C.1. 


PEAT, MARWICK, MITCHELL & CO., 11 Iron- 
monger Lane, London, E.C.2, have vacancies in their 
London office for young Chartered Accountants who 
wish to widen their experience in all branches of 
accountancy. Excellent prospects, good starting 
salary, pension scheme. Opportunities for service 
Applications to Ironmmonger Lane, 


ST. PAUL*S AGENCY LTD. 
160 Cheapside, London, E.C.2. MET 8533 
(Call in or write in—individual attention.) 


Chartered Accountants ...... £800—£1,000 

Auditors with Tax Experience . . £700—£900 

£500—£800 

No Fees for Staff 


‘AZHAR MOHIUDDIN, 


PHILIPS ELECTRICAL 
INDUSTRIES LTD 


require a qualified ACCOUNTANT aged 
30-35 with proféssional experience for a 
senior post in the field of management audit. 


Experience can be gained in the accountancy 
system of a large organisation, and there 
are prospects of promotion within various 
accountancy departments of the Company. 
Please write to the Employment Officer, 
Century House, 
Shaftesbury Avenue, W.c. 2, 
quoting ref. 314. 


PRICE WATERHOUSE AND CO. have vacancies 
for young qualified accountants who wish to acquire 
a wide and varied experience. Good starting salary 
and excellent prospects. Opportunities to transfer 
abroad in due course. Write to 3 Fredericks Place. 
Old Jewry, London, E.C.2. 


APPOINTMENT REQUIRED 


PROMISING Indian Chartered Accountant aged 24 
desires position as Audit Clerk under Chartered 
Accountants. Box No. 273, c/o ACCOUNTANCY. 


MISCELLANEOUS 


Accountancy Tutors Ltd. 


Offer private tuition by arrangement 
to Articled Clerks prepari or the 
examinations of the titute Inter. 


and Final. Apply to the Director of 
63 Lincoln’s Inn Fields, Loa- 
don, W.C.2. (HOLbora 3676.) 


RHODESIA. Chartered Accountants required by 
International Firm of Accountants for their Salisbury 
and Bulawayo Offices. Candidates should be either 
recently qualified or with two to three years’ exper- 
ence since qualifying. Three year contracts. Starting 
salaries £1, £1,600 p.a., according to experience. 
Annual bonus. Excellent prospects. Please write, with 
full particulars, to Box No. 265, c/o ACCOUNTANCY. 


RUSSELL, Durie Kerr, Watson & Company 
require for their London Office a newly qualified 
chartered accountant. Salary according to age and 
experience but not less than £850 a year. Please 
reply to the above firm, 4 Tokenhouse Buildings, 
Kings Arms Yard, London, E.C.2. 


SEMI-SENIOR AUDIT CLERK required by City 
firm of Chartered Accountants. Salary up to £800 
per annum according to age and experience. "lease 
apply in writing to Box 4496 Frost-SmitH ADvG., 
64 Finsbury Pavement, London, E.C.2. 


TAXATION ASSISTANT. Accommodation (flat) 
available. Oxford firm of Chartered Accountants 
have a vacancy in their Tax Department for an 
assistant with some experience of Tax work gener- 
ally, The work is varied and could offer oppor- 
tunities for dealing with, and acquiring experience 
in, individuals’ Income Tax in all its branches and 
partnership and company Income Tax and Profits 
Tax. Apply in own handwriting, stating age, ex- 
perience and salary required, to CriTCHLEY, WarD 
& Picott, 1/5 Broad Street, Oxford. 


VACANCIES available for qualified Accountants 
in South America, West Indies. Rhodesia, Kenya, 
Far East and the Continent. Call Bootn’s "AGENCY, 
80 Coleman St., Moorgate, E.C.2. 


ARTICLED CLERKS 


c/o General Manager, 
E.B. Railway, Chittagong (East Pakistan) desires to 
take Institute’s Preliminary Examination and be 
articled to a Chartered Accountant practising in 
England or Wales. 


LONDON OFFICES: 


LINCOLN & GO. of Hanover Square, W.1. 


BUSINESS TRANSFER SPECIALISTS & VALUERS 
Specialise in the disposal of: 

HOTELS, RESTAURANTS & GUEST HOUSES. 
NEWSAGENCIES—TOBACCONISTS— 
CONFECTIONERS—VILLAGE STORES— 
GROCERY & PROVISION BUSINESSES. 
GARAGES & FILLING STATIONS. 


9 HANOVER SQUARE, W.1 
Tel: GROsvenor 6801 (10 lines) 
WEST OF ENGLAND OFFICES 
178 HOLDENHURST ROAD, BOURNEMOUTH 
Tel: Bournemouth 1551 (5 lines) 


E. IRVINE HALLAS, A.C.A. 


91 HARBOUR RD., WIBSEY, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


pert postal and oral tuition, based on 30 years’ 
perience in preparing candidates for these Exams. 
instaking criticism and marking of work and 
ptompt return of all papers is guaranteed. Moderate 
. Tuition adapted to meet precise personal needs 
offleach candidate. Copies of over 900 signed letters 
ived from past students will be sent on request. 


BRONZE NAME PLATES, cream enamel letter- 
ing. Send required wording. Proof submitted. 
Matte, Engravers, 7a Bayham "Street, N.W/1. 


BUSY ON TAX WORK? COMPUTATIONS A 
DRAG? SHORT OF STAFF? Then get your copy 
of “CAPITAL ALLOWANCES AND DEPRE- 
CIATION TABLES”—enables you to find the WDV 
in a minute or two—a unique book of Tables com- 
piled for Accountants by Accountants. Price 8/6d. 
post paid from The Fiscat Press Ltp., Fiscal House, 
36 Lattimore Road, St. Albans, Herts. 


E. P. HOARE, F.V.I. 
Birchington Road, London, 
MOUntview 3136. 


Stocktaker/Valuer, 40 
N.8. Telephone 


INLAND REVENUE ARGUMENTS? BACK 
DUTY PROBLEMS? DIFFICULT CLIENTS? 
Then you or your taxation staff ought to read ““THE 
ACCOUNTANT AND THE REVENUE”’—puts 
you right on how to deal with the Revenue: conduct 
of Appeals, etc. Price 10/6 post paid from The Fiscar 

Ess Ltp., Fiscal House, 36 Lattimore Road, St. 
Albans, Herts. 


MEETINGS—A Conference Hall, seating up to 480 
and smaller rooms are available for company and 
other meetings. Apply Secretary. CHARTERED 
INSURANCE INsTITUTE, The Hall, 20 Aldermanbury, 
London, E.C.2. 


NAME PLATES FOR ACCOUNTANTS, in 
bronze, brass and plastics. Send wording and size 
for free estimate and layout to ABBEY AFTSMEN 
Lrp., Abbey Works, 109a Old Street, London, 
E.C.1. Tel, CLErkenwell 3845. 


TAXATION FORMS. A complete range from 17s. 6d. 
per 100. Also COMPANY FORMS at competitive 
prices, e.g. Annual Return (Form 6a) our price 
42s. Od. per 100. Apply for lists to SHARPTHORNE 
Press Ltp., 25 Holborn Viaduct, London, E.C.1. 
FLE 0838/39. 
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Go for the shares 
that many a man 

with many a plan 

prefers... 


income Tax paid by the Society 


BUILDING SOCIETY PREFERENCE SHARES 


Write or call for Free Booklet | DEPOSITS IN THIS SOCIETY ARE TRUSTEE INVESTMENTS 


17 CONDUIT STREET, LONDON, W.1 = MARKET ST., NEWCASTLE UPON TYNE ASSETS EXCEED 616,000,000 
Or your local district office MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 


Mey 
C.A.E.S.S 
ieee + The Institute of Chartered Accountants in England and Wales 
bg + has founded the 
Chartered Accountants Employees Superannuation Scheme 
be } The air mal! edition of ACCOUNTANCY is to enable pensions to be provided for your staff. 
: } available either for subscription on a The opportunity now exists for all eligible firms, however 
The inclu- 4 permanent basis or for odd periods small, to enjoy the —-- of a large superannuation 
eme. 
sive subscrip- (for example, to cover a tempor- 
re tion to the air 4 ary stay abroad). It is printed on Write to: The Scheme Secretaries 
ay 8 Boston Avenue, Southend-on-Sea, Essex 


mail edition fora 4 special thin paper, and the 
year is £4 4s. to any 4 overseasubscriber receives 
pert of the world. The $ each issue only afew days 
charge for shorter } after publication on 


periods is proportional. # the twentieth of the ESTATE DUTY 


The addition of £2 14s.tothe } monthin London. 
normal charge of £1 10s. covers 


and 
only the cost of air mail postage, } INCREASED INCOME 


that of the special paper being borne + 
ACC ANCY. Does your practice include clients who are potentially liable 
by seeds + to an Estate Duty rate of 24% and upwards? Do you think 
+ _| such clients would be interested in increasing spendable 
+ income, while at the same time substantially improving the 
} net value of the Estate? 
If so, we can tell you how either or both advantages may be 
+ achieved. 
rite to: 
by Air + 
E. W. PAYNE & CO. (LIFE & PENSIONS) LTD. 
Kent House, Telegraph Street, London, E.C.2 
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So it was at Monte that Aunt Amelia had all those awful diaphragmatic spasms ? 
Poor old thing. Usual foreign fuss, I suppose — specialists, night nurses, day nurses, 
loads extra on hotel bill. . . 


Not so. Aunt Amelia’s a shrewd old party. Always has travel insurance N.B. 

with Royal Exchange. Diaphragmatic spasms only hiccups anyway. Wise travellers also have 

But genuine expenses caused by illness whilst travelling covered by Royal Exchange travel insurance 
Royal Exchange policy. Myself, never stir on business or pleasure against loss of or damage to 
without Royal Exchange travel insurance. Costs so little ; covers so much. baggage, and against personal 
It’s always a good idea to send for a travel insurance application accident risks. 

form even before you book your tickets. 


ROYAL EXCHANGE ASSURANCE 


ROYAL EXCHANGE + LONDON ~°- E.C.3. 


Published by THE INSTITUTE OF CHARTERED ACCOUNTANTS IN ENGLAND AND WALES at Moorgate Place, London E.C.2, 
and Printed in Great Britain by THE SHENVAL Press, SIMSON SHAND Ltp., London, Hertford and Harlow. December, 1959. 


Krs 

~ w 4 1 

| ES e | 

\ 


